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FOURTH IN SERIES ON MEDICARE REFORM:
MEDICARE+CHOICE: LESSONS FOR REFORM

TUESDAY, MAY 1, 2001

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HEALTH,
Washington, DC.
The Subcommittee met, pursuant to notice, at 2:10 p.m., in room
1100 Longworth House Office Building, Hon. Nancy dJohnson
[Chairwoman of the Subcommittee] presiding.
[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HEALTH

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3943
April 24, 2001
HL-6

Johnson Announces Hearing on Medicare+Choice:
Lessons for Reform

Congresswoman Nancy L. Johnson (R-CT), Chairwoman, Subcommittee on
Health of the Committee on Ways and Means, today announced that the Sub-
committee will hold a hearing on Medicare+Choice: Lessons for Reform The hear-
ing will take place on Tuesday, May 1, 2001, in the main Committee hearing
room, 1100 Longworth House Office Building, beginning at 2:00 p.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. Witnesses will include representatives
from Medicare+Choice plans and program experts. However, any individual or orga-
nization not scheduled for an oral appearance may submit a written statement for
consideration by the Committee and for inclusion in the printed record of the hear-
ing.

BACKGROUND:

The Medicare+Choice program as we know it today was created through the Bal-
anced Budget Act of 1997 (P.L. 105-33). The new program, Medicare’s Part C, was
intended to significantly expand the range of health care options available to Medi-
care beneficiaries. Medicare+Choice gives beneficiaries the option of choosing to en-
roll in private, integrated health plans that often offer coordinated benefits and ad-
ditional benefits, such as prescription drugs. Today, 15 percent of Medicare bene-
ficiaries are enrolled in Medicare+Choice.

Although Medicare+Choice has proven popular with many beneficiaries, the pro-
gram has recently encountered problems, resulting in significant plan withdrawals,
premium increases and benefit cuts over the past three years. Policy analysts have
attributed these developments to payment and regulatory problems. In the past two
years, Congress has acted to increase plan payment rates and to decrease the re-
gional variations in rates and benefits afforded to participants, with the goal of sta-
bilizing the program and expanding beneficiary access to a wider array of choices.
However, fundamental payment and regulatory problems remain.

In announcing the hearing, Chairwoman Johnson stated: “Medicare+Choice has a
great deal to offer Medicare beneficiaries, ranging from important innovations in
prevention and disease management to reduced cost-sharing responsibilities and in-
creased benefits offered through some of the plans. Our challenge is to learn from
the experience of implementing Medicare+Choice so that we can strengthen the pro-
gram as part of our efforts to improve and modernize Medicare this year.”

FOCUS OF THE HEARING:

The hearing’s first panel will include representatives of Medicare+Choice plans,
who will address their experiences and discuss the innovations in care made pos-
sible through an integrated and coordinated health care delivery model. The second
panel will include experts to discuss the complicated Medicare+Choice payment sys-
tem, the regulatory environment created by the Health Care Financing Administra-
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tion and its impact on program implementation. Panelists will also suggest solutions
to the program’s problems that will help make it more market-oriented.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit six (6) single-spaced copies of their statement,
along with an IBM compatible 3.5-inch diskette in WordPerfect or MS Word format,
with their name, address, and hearing date noted on a label, by the close of busi-
ness, Tuesday, May 15, 2001, to Allison Giles, Chief of Staff, Committee on Ways
and Means, U.S. House of Representatives, 1102 Longworth House Office Building,
Washington, D.C. 20515. If those filing written statements wish to have their state-
ments distributed to the press and interested public at the hearing, they may de-
liver 200 additional copies for this purpose to the Subcommittee on Health office,
floom 1136 Longworth House Office Building, by close of business the day before the

earing.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written state-
ment or exhibit submitted for the printed record or any written comments in response to a re-
quest for written comments must conform to the guidelines listed below. Any statement or ex-
hibit not in compliance with these guidelines will not be printed, but will be maintained in the
Committee files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be submitted on an IBM
compatible 3.5-inch diskette in WordPerfect or MS Word format, typed in single space and may
not exceed a total of 10 pages including attachments. Witnesses are advised that the Com-
mittee will rely on electronic submissions for printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, company, address,
telephone and fax numbers where the witness or the designated representative may be reached.
This supplemental sheet will not be included in the printed record.

The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press, and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at “http://www.house.gov/ways means/”.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202—-226-
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

—

Chairwoman JOHNSON. The hearing will come to order.

Mr. Stark is on his way, and we do have Members from both
sides of the aisle, so I'm going to start with my opening statement.
I will read it to him afterwards, if he wants to hear it.

[Laughter.]
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Today the Subcommittee continues its series of hearings on ways
to strengthen and improve the Medicare Program. This is our
fourth Subcommittee hearing on Medicare modernization. In other
hearings this year, we have undertaken a general overview of re-
form ideas, explored the impact of Medicare’s regulatory burden on
providers, particularly on small providers, and discussed the issues
we will confront as we add a much needed prescription drug benefit
to the program.

In addition, the Ways and Means full Committee has examined
the issue of program solvency with Secretary of the Treasury
O’Neill, and talked about the administration’s health care priorities
with Secretary Thompson.

Today’s hearing focuses on Medicare+Choice. This important pro-
gram has significantly expanded the range of health care options
available to some Medicare beneficiaries. In fact, 15 percent of the
program’s beneficiaries are now enrolled in Medicare+Choice, and
many of these beneficiaries enjoy reduced cost-sharing obligations,
richer benefits, and a more coordinated approach to preventive
health care and to disease management.

However, we all know that the program has confronted real im-
plementation problems. Plan pullouts over the past 3 years have
been significant. Premiums have increased and benefits have been
cut. Payment systems are complicated and result in inequities that
affect both plan participation and the richness of the benefit pack-
age offered to enrollees. The regulatory environment has stifled
rather than fostered plan development.

Over the past 2 years, Congress has acted to increase plan pay-
ment rates and to decrease the regional variation in rates and ben-
efits afforded to participants, with the goal of stabilizing the pro-
gram and expanding beneficiary access to a wider array of choices.

However, a real problem remains. This afternoon we will hear
from two panels of witnesses who will help us focus on both the
strengths of the Medicare+Choice program and the challenges it
faces. Our first panel consists of representatives of three health
plans participating in the program. These witnesses will talk about
the valuable services Medicare+Choice plans offer beneficiaries. I
am particularly interested in the innovations in disease manage-
ment made possible through the coordinated care delivery model at
the heart of the Medicare+Choice program.

Our second panel will focus on two of the most complicated chal-
lenges facing the Medicare+Choice program: its convoluted pay-
ment system and its stifling regulatory environment. Our final wit-
ness, Mike O’Grady, will suggest solutions to the program’s prob-
lems to stabilize it and make it more responsive to the needs of
America’s seniors.

I look forward to our witnesses’ testimony and to working with
my colleagues as we develop legislation to ensure that Medicare
beneficiaries across the country enjoy real choices in a healthy,
competitive system.

I might add for the Committee Members, I find one of the most
difficult responsibilities to bear, as a Member of Congress, is to
stay in touch, be aware of and open to the strengths of the pro-
grams that also have very real problems and about which there are
real concerns.
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If we are to modernize Medicare, we have to modernize Medicare
fee-for-service and modernize the Medicare+Choice program, be-
cause each of them hamstrings in different areas of the country,
and each of them make significant contributions. If we are to pro-
vide the best quality health care for our seniors, we have to have
both programs strong, growing, and developing, and through each,
we will learn different things that then, through their interactions,
will fulfill the promise of Medicare, which we currently are not ful-
filling, and that is the promise of access to state-of-the-art health
care at a price you can afford.

[The opening statement of Chairwoman Johnson follows:]

Opening Statement of the Hon. Nancy Johnson, M.C., Connecticut, and
Chairwoman, Subcommittee on Health

Today the Subcommittee continues its series of hearings on ways to strengthen
and improve the Medicare program. This is our fourth Subcommittee hearing on
Medicare modernization. In other hearings this year, we have undertaken a general
overview of reform ideas, we have explored the impact of Medicare’s regulatory bur-
den on providers, and we have discussed the issues we will confront as we add a
much-needed prescription drug benefit to the program. In addition, the full Ways
and Means Committee has examined program solvency with Treasury Secretary
O’Neill and talked about the Administration’s health care priorities with HHS Sec-
retary Thompson.

Today’s hearing focuses on Medicare+Choice. This important program has signifi-
cantly expanded the range of health care options available to some Medicare bene-
ficiaries. In fact, 15% of the program’s beneficiaries are now enrolled in
Medicare+Choice. Many of these beneficiaries enjoy reduced cost-sharing obliga-
tions, richer benefits, and a more coordinated approach to preventive health care
and disease management.

However, we all know that the program has confronted real implementation prob-
lems. Plan pull-outs over the past three years have been significant. Premiums have
increased and benefits have been cut. Payment systems are complicated and result
in inequities that affect both plan participation and the richness of the benefits of-
fered to enrollees. And the regulatory environment has stifled rather than fostered
plan development.

Over the past two years, Congress has acted to increase plan payment rates and
to decrease the regional variations in rates and benefits afforded to participants,
with the goal of stabilizing the program and expanding beneficiary access to a wider
array of choices. However, real problems remain.

This afternoon we will hear from two panels of witnesses who will help us focus
on both the strengths of the Medicare+Choice program and the challenges it faces.
Our first panel consists of representatives of three health plans participating in the
program. These witnesses will identify talk about the valuable services
Medicare+Choice plans offer beneficiaries. I am particularly interested in the inno-
vations in disease management made possible through the coordinated care delivery
model at the heart of the Medicare+Choice program.

Our second panel will focus on two of the most complicated challenges facing the
Medicare+Choice program—its convoluted payment system and its stifling regu-
latory environment. Our final witness, Mike O’Grady, will suggest solutions to the
program’s problems to make it more market-oriented and more responsive to the
needs of Medicare’s beneficiaries.

I look forward to our witnesses’ testimony and to working with my colleagues as
we develop legislation to ensure that Medicare beneficiaries across the country enjoy
real choices within a healthy, competitive system.

N —

So I welcome our panelists. I am pleased to start this hearing,
and I'm delighted that Mr. Stark has been able to conclude his
work that we all have, with our hospitals in town today, and I
do

Mr. STARK. How did you know?
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Chairwoman JOHNSON. Because your staff told me. But I just fin-
ished with my hospital people, and some from other States, and
that’s very, very important because we’ll never understand the
problems if our own providers don’t line them out for us in pretty
clear terms. Mr. Stark.

Mr. STARK. Thank you, Madam Chair, and thank you for accept-
ing my tardy slip. I thank you for holding this hearing.

I think a lesson we can learn from Medicare+Choice to date is
that it’s not a program that will solve Medicare’s ills. In fact, it has
created a number of new problems, including seeing Medicare
beneficiaries dropped from their health plans on a yearly basis,
something that we never experienced prior to the existence of
Medicare+Choice.

I have no quarrel with making private plan options available to
Medicare beneficiaries, but the choice to enroll should be a choice.
We have for years been paying these plans beyond their costs, and
the plans use the excess payments to seek and maintain enroll-
ment by offering extra benefits.

The General Accounting Office (GAO) and the Office of the In-
spector General (OIG) of Health and Human Services have con-
firmed that the actual payment rates for Medicare+Choice plans
have risen faster than per capita health care spending since 1997.
The experts believe we are now paying private plans at least 98
percent of the fee-for-service costs, without taking into effect any
risk selection.

As the Chair will recall, these same HMOs told us they could
provide savings to Medicare, which was why the rate was set at 95
percent in the first place. To those who argue that we should be
paying these private plans the same amount as the fee-for-service
costs, we're already paying more. There is just no sense to that ar-
gument.

The GAO estimated that the HMOs were paid 21 percent more
in 1998 than would have been paid under traditional Medicare to
provide the same covered benefits to the HMO enrollees. That re-
sulted in excess payments, relative to what they would have paid
under Medicare, of over $5 billion. That’s a thousand bucks a year
per beneficiary. That would probably pay for their “Medigap”. Actu-
ally, I guess they said it was $1,200 per patient, and I guess that
could be spent by these managed care plans on additional non-
Medicare benefits, as could we, if we had those savings in the fee-
for-service Medicare, which most of our beneficiaries are now in.

The administrative costs of the managed care plans ran up to 32
percent, and the OIG found numerous questionable administrative
costs that plans had submitted for payment, including in one case
$250,000 for meetings and $800,000 in lobbying costs. I'm sure,
Madam Chair, you and I didn’t eat $800,000 worth of dinners from
those managed care plans. And fines, which we paid for, for some
reason.

Last year we gave the managed care plans a boost of more than
$12 billion over 10 years, and Chairman Thomas took the floor and
said every dollar that is added must be converted to benefits for
individuals. This is not always for providers. It’s supposed to be for
beneficiaries. But I don’t know as we’ve seen the Chairman’s asser-
tion become a reality.
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The Health Care Financing Administration (HCFA) found that
just four organizations returned to the program, after we raised the
payments to them, and more than 65 percent of the money was
going to enhance provider networks. So I'm willing to bet that pro-
viders will be in here later this year asking for more money again,
and we will also hear that the managed care plans are overregu-
lated or inappropriately regulated by an organization that favors
their so-called competitor, and I think that’s not true. It says here
that’s pure hogwash, but I would just tell you that I don’t think
it’s true.

Just as major employers run their various health plans—fee-for-
service to PPOs, HMOs—under one umbrella, so should HCFA run
the plans under one umbrella. To argue that the agency favors one
part of the program over another I think is ludicrous on its face
and it would be inappropriate and inefficient to try and separate
out of the program this managed Medicare+Choice program to a
different regulatory agency. If we think we have problems moni-
toring the quality now, just think of the problems we would have
doing it with more than one agency.

So at the end of the day, this much is true. Despite an infusion
of reform and resources, enrollment in managed Medicare+Choice
is the same now as it was when we started this journey in 1997.
Industry consolidation has led to fewer plans participating, and
that trend is echoed in the private market and in Medicaid and the
Federal Employees Health Benefits Plan as well. Plans admit that
money is not always the problem; there are other issues that dic-
tate plan participation.

I would say this experiment has failed, but for reasons other
than those that will be given by my colleagues and by our wit-
nesses today. I am also saying let’s not repeat this mistake by just
restructuring in the name of reform.

I look forward to today’s testimony, Madam Chair. Thank you.

[The opening statement of Mr. Stark follows:]

Opening Statement of the Hon. Fortney Pete Stark, M.C., California

Madame Chairwoman, I thank you for holding this hearing on the
Medicare+Choice program. I share your desire to expand our knowledge of what is
going on with this program—though I think the reasons for our interest are quite
different.

There are many lessons we can and should learn from Medicare+Choice. These
lessons provide valuable insights about how to move forward with changes in the
Medicare program. I think the most important lesson we can learn from the
Medicare+Choice program to date is that it is not a program that will solve Medi-
care’s ills. In fact, it has created a number of new problems, which include Medicare
beneficiaries getting dropped out of their health plans on a yearly basis—something
that was never experienced prior to the existence of Medicare+Choice.

I have no quarrel with making private plan options available to Medicare bene-
ficiaries. In fact, for decades, Kaiser Permanente has provided health care for fully
half of my constituents and most of them are happy with that care. When those peo-
ple become Medicare-eligible, many of them—like my in-laws—insist on staying
with Kaiser. I support making it possible for them to do so. However, the choice to
enroll in a private plan should be just that—a voluntary choice. Medicare’s policies
should be neutral with respect to whether beneficiaries should enroll in such plans.
The program’s payment policy and other rules should neither discourage nor encour-
age enrollment in HMOs or other private plans. Yet, while neutrality is desirable,
for years plans have been paid beyond their costs and used the excess payments to
seek and maintain enrollment by offering extra benefits at no or low extra cost.

Both the General Accounting Office and HHS Office of the Inspector General have
confirmed that actual payment rates for M+C plans have risen faster than per cap-
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ita spending since 1997. Experts believe we are now paying the private plans at
least 98 percent of fee-for-service costs, without taking into account risk selection.
And remember, HMOs said they could provide savings to Medicare, which is why
the rate was set at 95% of the fee-for-service rate in the first place. Those who argue
that we should be paying the private plans the same amount that as the fee-for-
service costs can rest assured, because in many instances we are already paying
more. In fact, the only way most of these plans can survive is to bribe beneficiaries
to give up freedom of choice by offering better benefits than the traditional pro-
gram—usually in the form of prescription drug coverage, lower cost-sharing and cov-
erage for preventive services.

The GAO estimated that HMOs were paid 21 percent more in 1998 than would
have been paid under traditional Medicare to provide covered benefits to the HMO
enrollees, resulting in excess payments—relative to traditional Medicare—of $5.2
billion. The GAO also found that plans which terminated their Medicare contracts
in 2000 or 2001 spent 22 percent of their Medicare payments—equal to approxi-
mately $1,200 per patient—on additional non-Medicare benefits, including prescrip-
tion drugs, preventive services and lower cost-sharing.

Another investigation by the HHS OIG found M+C plan administrative costs in
1999 of up to 32 percent. It found numerous questionable administrative costs that
plans had submitted to Medicare for payment, including nearly $250,000 for one
HMO’s costs associated with meetings, more than $800,000 in lobbying costs for
seven HMOs, and more than $48,000 in fines and penalties for late tax payments
by two HMOs. Yet these same plans tell us they are underpaid. It simply doesn’t
add up—for the taxpayers or for the beneficiaries.

Last year, Congress gave the M+C plans a payment boost of more than $12 billion
over 10 years, not counting more than $20 billion in indirect increases that result
from increased fee-for-service spending. Chairman Thomas took to the floor on Octo-
ber 26, 2000 to promise that “Every dollar that is added must be converted to bene-
fits for individuals.” He went on to say, “Let us remember that this is supposed to
be not always for providers, it is supposed to be for beneficiaries.” But a recent
study by HCFA found that just four organizations returned to the program and
more than 65 percent of the money is going to enhance provider networks.

While it is clearly important to have strong provider networks, is it really Medi-
care’s responsibility to pay private plans more to contract with providers who gen-
erally already serve Medicare beneficiaries in the traditional program? While Medi-
care margins are generally quite comfortable for many providers, there is no doubt
that some providers have signed unacceptably low contracts with private plans. But
that’s not the taxpayer’s fault, nor it is Medicare’s fault, nor is it the beneficiaries’
fault. Yet all are paying the price as a result. Even so, I am willing to bet that pro-
viders will be in here later this year asking for more money. Accordingly, I hope
that HCFA and the plans can document the increased provider rates that are being
paid by the plans as a result of our most recent investment in the M+C program.

Another cry that we will no doubt hear today is that the M+C plans are over-
regulated or inappropriately regulated by an organization that favors their so-called
competitor, fee-for-service Medicare. That’s pure hogwash.

Just an major employers run their various health plans—often ranging from fee-
for-service to PPOs to HMOs—under one umbrella, so should HCFA. To argue that
the agency favors one part of the program over another is ludicrous on its face. It
would be inappropriate and inefficient to separate out the M+C program to a dif-
ferent regulatory agency. If you think we have trouble monitoring quality now, just
try doing it across different agencies.

For years, plans have been asked to provide concrete examples of the regulatory
burden. The most frequent complaint appears to be related to the requirement to
collect encounter data. But surely many of the plans already monitor these data for
commercial populations; if they are not, I believe it is not too much to ask that they
do so now. After all, how do they deliver preventive benefits and run disease man-
agement programs? How do they coordinate care? How do they manage a business
in the absence of this critical information? Shouldn’t we instead be asking about the
beneficiary burden of not properly risk-adjusted payments or adequately monitoring
quality-of-care?

At the end of the day, this much is true: Despite an infusion of reform and re-
sources, enrollment in M+C is about the same now as it was when this stage of the
odyssey began in 1997. Industry consolidation has led to fewer plans participating
in the program, but that trend is echoed in the private market, Medicaid and the
Federal Employees Health Benefits plan, too. Plans freely admit that money is not
always the problem. There are other issues that dictate plan participation.

I would say this experiment has failed, but for reasons other than those that will
be given by some of today’s witnesses. The creation of M+C was a solution looking
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for a problem, and it’s now created one. Let’s not repeat this mistake by taking the
entire program down the road of radical restructuring in the name of reform. I look
forward to today’s testimony, and I thank the Chair.

——

Chairwoman JOHNSON. Thank you, Mr. Stark.

I'm glad you didn’t use “hogwash”, because good people can differ
on these issues, and we do. Now I would like to recognize Mr.
Ramstad for purposes of an introduction.

Mr. RAMSTAD. Thank you, Madam Chair, and thank you for call-
ing this hearing today to discuss the Medicare+Choice program.

Madam Chair and colleagues, it is my pleasure to introduce to
the Subcommittee Vic Turvey, who is President of the Midwest Re-
gion of UnitedHealthcare. I think everyone on this Subcommittee
knows that UnitedHealthcare and its parent company,
UnitedHealth Group, are important corporate citizens in my dis-
trict in Minnesota. I am glad to see United represented at the
hearing today.

This is truly an outstanding company that provides a shining ex-
ample of the high quality, cost-effective health care that the private
sector, working with the Federal government, can bring to Medi-
care beneficiaries.

I have spent considerable time with United’s Medicare+Choice
staff, and I know that United’s employees are very dedicated. They
care about the beneficiaries. Time and time again, I am amazed at
the many high quality, innovative programs that United has devel-
oped. Certainly UnitedHealthcare and UnitedHealth Group have
truly been a national leader in the health care field for seniors, and
certainly in the Medicare+Choice program, always looking for new
solutions to improve care for beneficiaries in the Medicare+Choice
program, and in Medicare in general.

UnitedHealthcare and UnitedHealth Group are certainly very,
very important players in Medicare+Choice. They have done it
right, simply stated. So I look forward to hearing Vic describe some
of United’s efforts to enhance Medicare beneficiaries’ health care
coverage that are above and beyond the traditional programs offer-
ings, and I am pleased again, Vic, to welcome you to the Sub-
committee. Thank you for being here today.

I yield back. Thank you, Madam Chair.

[The opening statement of Mr. Ramstad follows:]

Opening Statement of the Hon. Jim Ramstad, M.C., Minnesota

Madam Chairwoman, thank you for calling this hearing today to discuss the
Medicare+Choice program.

As a representative from a state hurt by the unfair and unjust inequity in the
Medicare managed care reimbursement formula, I know firsthand the difficulties
faced by seniors when irrational decisions at the federal level deny them the choices
they deserve. As I have said repeatedly before this Committee, because Minnesota
has a history of efficient health care, we are penalized by low Medicare+Choice pay-
ments.

The Medicare+Choice program does improve the coordination of care and provide
our seniors with increased benefits, if reimbursements are high enough.

Today, we will hear about the innovative, comprehensive and coordinated care of-
fered by great companies like UnitedHealth Group. These benefits aren’t easily
quantified or put on a chart for a cost/benefit analysis. However, they are incredibly
{mportant, especially for managing chronic diseases and keeping people healthier
onger.
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But when HCFA continues to penalize states like Minnesota which have histori-
cally provided excellent care at a low price, Medicare+Choice beneficiaries suffer.
Any system that rewards the least efficient and penalizes those who watch the bot-
tom line simply isn’t sustainable.

That’s why I was pleased that last year we were able to increase the minimum
floor payment for Medicare+Choice to $475 in rural counties and $525 in urban
counties. This first step toward fairness has allowed the two Medicare+Choice plans
in Minnesota, UCare Minnesota and HealthPartners, to both reduce their premiums
and increase benefits. This is the kind of responsible health care Minnesota is
known for, and I am proud of what they’ve done.

Madam Chairwoman, I know this is a controversial issue, I know that everyone
here today doesn’t see eye-to-eye on the Medicare+Choice program. However, I know
that managed care has an important role in improving patient care in the Medicare
system and provides needed choices for our seniors.

Thanks again for your leadership. I look forward to learning more from today’s
witnesses on how we can best address this issue.

——

Chairwoman JOHNSON. I would also like to recognize Congress-
woman Dunn for purposes of introduction.

Ms. DUNN. Thank you very much, Madam Chairman. I want to
welcome Cheryl Scott, who is the President and chief executive offi-
cer of Group Health Cooperative to the Subcommittee today. She
has been with Group Health since 1979, and she assumed her pres-
idency in 1997.

She has served on the boards of the American Association of
Health Plans, the Greater Seattle Chamber of Commerce, and the
Health Care Forum. Cheryl also teaches as an associate clinical
professor in the graduate program in health administration at the
University of Washington.

She is recognized as a leader in health care and has focused her
community involvement on addressing the uninsured and on edu-
cation. Cheryl and Group Health have been committed to serving
the seniors in Washington State. I commend them for reducing
their premiums in the Medicare+Choice program once Congress
passed the Benefits Improvement and Protection Act last year.

Madam Chairman, I appreciate having this opportunity to intro-
duce her, and I think we can all look forward to hearing her sug-
gestions to improve the Medicare+Choice program. I yield back.

Chairwoman JOHNSON. I would like to recognize Mr. McDermott
for purposes of welcoming.

Mr. MCDERMOTT. I second the remarks of Ms. Dunn, but I also
want to say that Newsweek ranked Group Health as the best HMO
in the Northwest. It is no surprise to any of us who live there. Con-
gratulations.

I think her testimony is good to listen to, because they have been
operating since 1947 with lots and lots of experience in this area.
Thank you.

Chairwoman JOHNSON. Thank you, Mr. McDermott.

My welcome to the first panel, which consists of Cheryl Scott,
President and Chief Executive Officer of Group Health Cooperative
of Puget Sound, Seattle, WA; Victor Turvey, President of the Mid-
west Region, UnitedHealthcare, Maryland Heights, MO.; and Dr.
Bruce Weiss, Vice President, Medical Operations, AvMed Health
Plan, Gainsville, FL. We welcome all three of you and look forward
to your comments. Ms. Scott.
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Mr. RYaN. Madam Chair?

Chairwoman JOHNSON. Yes, please.

Mr. RYAN. I would just ask unanimous consent to insert an open-
ing statement into the record.

Chairwoman JOHNSON. Certainly, you may. We're glad to have
you with us, a new member of our Committee.

[The opening statement of Mr. Ryan follows:]

Opening Statement of the Hon. Paul Ryan, M.C., Wisconsin

Two years ago, in the district I represent, the First District of Wisconsin, we had
many seniors who were about to lose their Medicare+Choice benefits because two
providers had to stop providing services. The reimbursement rates in Racine, WI,
were simply too low for these providers to be able to continue to provide quality
care.

I held a town hall meeting on the withdrawal of these providers. Over 2000 sen-
iors showed up at this meeting to express their support for continuing a
Medicare+Choice program. Seniors in my district told me they did not want to lose
the choices and benefits that this program provides them.

Thanks to the efforts of one senior in attendance at that meeting a petition drive
was started to improve the reimbursement rates for Medicare+Choice providers in
Wisconsin. With the help of Congressman Bill Thomas, Members of this committee
and the efforts of health care providers in the first district of Wisconsin, we were
able to persuade a Medicare+Choice provider to stay in my district.

That experience taught me two things: 1) Seniors want and deserve to have
choices in Medicare beyond those that the traditional Medicare system are able to
offer; and 2) the current Medicare system is woefully inadequate to meet the needs
of this population.

Medicare is plagued by inadequate reimbursements for managed care organiza-
tions all over the country but Wisconsin is one of the states that is hardest hit. The
Medicare+Choice system developed under the Clinton administration does not ade-
quately reflect the cost of care to providers.

Medicare HMOs in some areas of the country are able to provide prescription drug
coverage through the Medicare+Choice program. 17% of all Medicare beneficiaries
receive prescription drug benefits through this program. Currently, due to inad-
equate reimbursement rates, Wisconsin seniors and seniors in other parts of the
country are not able to take advantage of prescription drug benefits in their
Medicare+Choice HMOs.

The inadequate reimbursement rates for providers and the inability of Medicare
to keep up with the changing needs of seniors, especially in states like Wisconsin,
show the need for comprehensive Medicare Reform. I believe we need to allow sen-
iors to have more choices in health care. I think Medicare+Choice has shown us that
seniors want and need these choices.

The Medicare system needs reform because many current provisions are proving
to be unworkable. The current system is overly complex and too many providers are
not receiving adequate reimbursements-this situation threatens the benefits that
seniors are receiving. Medicare should be reformed to allow seniors to have the
same number of choices that Members of Congress receive in their health plan. Sen-
iors have a right to choose the coverage that provides for their specific needs.

———

Chairwoman JOHNSON. Excuse me, Miss Thurman. I didn’t real-
ize you wanted to be recognized. My mistake. Before we proceed,
it is my pleasure to recognize Karen Thurman of Florida.

Mrs. THURMAN. Thank you, Madam Chairman.

I just want to say a few things about Dr. Weiss. He is the Chief
Medical Officer and Group Vice President of Medical Operations at
AvMed Health Plan. Just for our information, that is Florida’s old-
est and largest not-for-profit health maintenance organization and
we believe they provide quality health care coverage for about
325,000 commercial Medicare and Medicaid Members Statewide.
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However, interestingly, as we go through this hearing today, and
as he will cite to you, the Medicare+Choice numbers have actually
fallen over the last several years because of changes, actually going
from about 75,000 to 30,000 since 1999. But he has done a very
good job, I think, of pulling together disease management studies
on patients in and around the area, and not only coordinating their
health care needs on site, but also their health care needs in home
health care with their nursing staff, and providing some expertise
that we believe actually gives us an advantage in management of
disease control to our constituents.

I might add that they are actually in my district, their operations
are there, and just so this Committee will know, we have had good
times and bad times together, so I don’t want it to be said that
we’ve always had the best relationship, but we have also had a
very good working relationship. I think that’s kind of what happens
in these situations when constituents call.

Dr. Weiss, we’re glad to have you here today.

Chairwoman JOHNSON. And I welcome the panelists. Ms. Scott.

STATEMENT OF CHERYL M. SCOTT, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, GROUP HEALTH COOPERATIVE, SE-
ATTLE, WASHINGTON

Ms. ScotT. Thank you very, very much, and I particularly thank
you, Congresswoman Dunn and Congressman McDermott, for your
kind words. I means quite a bit.

What I would like to do today is to talk a little bit about Group
Health and our philosophy of care, and I want to talk about inno-
vation in a particular way. I really do appreciate the Subcommit-
tee’s interest in innovation, the Committee’s interest in the patient.
Oftentimes, I believe, when we get into the Medicare+Choice de-
bate, we get into technical issues. This is a great opportunity to
step back and take a look at what can we do for the beneficiaries,
for our consumers, and for our citizens.

A Dbit about the Cooperative. It is not-for-profit. We take care of
about 600,000 citizens in the State of Washington, including 60,000
Medicare beneficiaries. We are the Nation’s largest consumer-gov-
erned health care organization. Our board of trustees—and I think
Mr. McDermott was alluding to it—is elected by the Membership.
Therefore, we, and I personally, are accountable to the Membership
for the care they receive. It’s a unique model and a model that we
believe in quite strongly.

In terms of Medicare, we have been an active participant in the
Medicare program since 1976, so we do have many experiences to
talk about.

What I would like to talk about is something that is fundamental
to this discussion around innovation, and that is a prepared financ-
ing mechanism. Prepayment gives the health care organization an
ability to take care of the patient without tying economics to
whether a patient is hospitalized, whether there’s a physician visit,
or whether there’s a procedure. Therefore, you can design a whole
continuum of care on behalf of that consumer. That continuum of
care, the ability to not only treat disease but also to prevent illness,
is an incredible gift, an incredible opportunity, and a choice that
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we believe, particularly at the Cooperative, obviously, is a choice
that is worth making.

It also allows you to really focus on working with physicians and
consumers, because they choose to align themselves with health
care organizations such as Group Health. Our success in large part
is because our physicians and our consumers choose us, and they
choose this kind of philosophy of care.

Is this for everyone? No. But it is an option, and a very exciting
one, for a lot of people who would like to see their services coordi-
nated on their behalf by a group of physicians accountable to their
consumers in terms of their overall health.

So let’s talk a little bit about the innovations that we’ve
achieved, and I will give you three examples.

One is called evidence-based care. I think the Subcommittee
probably knows this, but on a monthly basis, there are over
30,000—Ilet me repeat—30,000 different citations in the medical lit-
erature. How is a practicing physician, let alone a consumer, to
know what is the right evidence? What we have been able to do
is start an evidence-based program for every single one of our phy-
sicians, particularly our primary care physicians. We actually have
a group of doctors, pharmacists, nurses, who go over that literature
and then publish, through our intranet, guidelines based on that
evidence.

An example of how this works involves a Project HOPE study
which said that we should increase our ACE inhibitors—that’s for
cardiovascular disease—we should increase the dosage and double
it. We were able to get that recommendation out to our physicians
and actually start to change our practice patterns almost imme-
diately. That is very difficult to do when you’re not population-
based. That is very difficult to do when you don’t have a continuum
of care of services or a system of care. It is not impossible, but it’s
much more difficult to do.

The other thing that we are able to do is every single one of our
physicians has a registry, a listing of each of their patients and the
chronic care diseases, that they’re dealing with. For instance, if I'm
a doc at Group Health, I can go to my computer and see in my
panel of about 2,000 or 2,500 patients, who has cardiac artery dis-
ease, who has diabetes. In terms of diabetic care, physicians can
see whether patients have gotten their eye exams or their foot care
exams.

In the case of cardiac artery disease a physician could ask,
“Should I bring some patients in now based on this new study? Can
I prevent illness before it occurs?”

That notion of technology, by the way, the ability to use auto-
mated clinical information systems, is key in terms of both health
promotion and also taking care of people who are ill.

But it really goes beyond disease. What we really try to do is
manage populations, not diseases. We are really there for the con-
sumer, not necessarily just for the visit, the day, or the hospitaliza-
tion.

The other issue that I would like to talk about is this notion of
the mental and psycho-social issues associated with our seniors. In
my written remarks I talked a lot about exercise and fitness. This
isn’t around attracting healthy seniors and trying to change your
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risk pool. This is quite the opposite. This is giving people’s lives
back who have chronic debilitating diseases, and we have numer-
ous programs—you can see in the testimony what those programs
are—to give those people their lives back, to give them a sense of
pride, to give them a sense of what’s right.

Again, that is not tied to a visit a day or a hospitalization or a
procedure. That is tied by the basic financing mechanism of pre-
payment.

Finally, uniquely to Group Health, we do have opportunities be-
cause we are a consumer organization. We are very, very com-
mitted to being accountable to our consumers. Again in my testi-
monydyou will see many different allusions to the programs that we
provide.

Undoubtedly, we need to look at Medicare with new, fresh eyes.
The reform debate holds great opportunities for us. This notion of
prepayment, the ability to take care of patients in a different kind
of way because we are prepaid, because we can offer a continuum
of care, I think that is where the innovation can really flower.
Working in partnership with government and with our consumers,
I think we can be very, very successful.

Thank you very much.

[The prepared statement of Ms. Scott follows:]

Statement of Cheryl M. Scott, President and Chief Executive Officer, Group
Health Cooperative, Seattle, Washington

I. Introduction

Madam Chairwoman and members of the Subcommittee, thank you very much for
the opportunity to testify on our experiences in serving Medicare beneficiaries. I am
Cheryl Scott, President and Chief Executive Officer of Group Health Cooperative
based in Seattle, Washington. Founded in 1947, Group Health is a not-for-profit and
with nearly 600,000 members, is the nation’s largest consumer-governed health care
organization.

Group Health Cooperative has a long-standing commitment to serving Medicare
beneficiaries. Shortly after Medicare’s creation, we began working with the govern-
ment to design a program that would allow Medicare to work with prepaid health
care organizations like Group Health. In 1976, we were the first organization to
partner with the government under what was then referred to as the Medicare risk
program. At present, we serve nearly 60,000 Washington state beneficiaries under
Medicare+Choice.

II. Value in the Pre-Paid Model of Care

Over the years, the program’s name has changed, but the fundamental concept—
serving Medicare beneficiaries through a pre-paid model of care—has remained the
same. This model allows us to direct resources to areas of greatest need and to be
creative and innovative in designing programs. Simply stated, when you are not
paid on an encounter by encounter or procedure by procedure basis, you can shift
your focus to include longer-term improvement in health outcomes.

Pre-payment has enabled Group Health to deliver care over a broad continuum
by investing in prevention programs to help people stay healthy, while at the same
time making sure that individuals receive comprehensive care they need when they
are ill. It also has enabled Group Health and other plans to develop highly inte-
grated and coordinated care delivery systems by creating opportunities for physi-
cians, hospitals, and other health providers and facilities to associate with each
other. These systems of care are particularly crucial for Medicare members, who
often have multiple health issues and see more than one provider.

II1. Innovations in Serving Medicare Beneficiaries

Group Health has developed programs related to chronic illnesses common in the
elderly including depression, diabetes, and heart disease. We also have initiatives
in prevention and acute care for conditions such as breast, cervical, and colorectal
cancer. At present, work is underway on a “senior care roadmap” that will unify
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these initiatives with other special needs of seniors, including fall prevention and
medication management.

Although the programs span a wide spectrum of health care conditions and ap-
proaches, they all reflect the partnerships created between an organization, pa-
tients, clinicians, and other providers that are the heart of the pre-paid model of
care. Group Health Cooperative, our members, and providers have worked hard to
devise these programs. I am pleased to have the opportunity to share more informa-
tion about some of them today and to talk about how we partner with our providers
and members in developing them.

Partnering with Providers to Improve Care Delivery for Medicare Bene-
ficiaries

Focus on Evidence-Based Medicine

Since Medicare’s inception, the practice of medicine has changed dramatically.
Technologies and therapies considered to be highly advanced just years ago are
quickly becoming outdated. Helping our providers keep up with changes and the
best approaches to care is one of the most important contributions of Group Health’s
care delivery model. Our focus on evidence-based medicine—a systematic approach
to collecting and critically evaluating available scientific evidence on treatment op-
tions—seeks to offer practitioners and patients the information they need to make
informed decisions about treatment options. It also helps ensure that health care
dollars are being spent on treatments that have proven benefits.

Since 1990, clinicians working in collaboration with the Guideline Development
Support Team have developed more than thirty guidelines. Several of these guide-
lines address the treatment or prevention of conditions prevalent among Medicare
beneficiaries including cancer screenings, diabetes, cardiovascular disease, heart
failure, depression, and osteoporosis. These guidelines are meant to be useful aids
in determining appropriate practices for many patients with specific clinical prob-
lems or prevention issues. They are not intended to replace an individual practi-
tioner’s clinical judgment or establish a rigid standard of care.

Teaming Up On Heart Disease Through The Heart Care Road Map Team

The Heart Care Road Map Team is one specific example of how our evidence-
based approach can improve health outcomes for our Medicare members. The Team
includes cardiologists, family practitioners, nurses, pharmacists, a health educator
and quality improvement specialists, among others. Together, the Team works to
analyze and evaluate available scientific evidence about heart disease and best
available treatment methods, and then shares its findings and recommendations
with our practitioners.

Recently, the Team decided to recommend doubling the prescribed dosage level for
an angiotensin-converting-enzyme (ACE) inhibitor given to patients with heart dis-
ease. The decision was based on a Project HOPE study of nearly 10,000 subjects
from 270 hospitals that indicated that for every 27 patients treated with an ACE
inhibitor for five years, one death from cardiovascular disease, myocardial infarc-
tion, or stroke was prevented. Our system for evaluating and implementing evi-
dence-based medicine, as recommended in the recent Institute of Medicine report,
allowed us to respond quickly to this breakthrough study.

In addition, Group Health has an electronic disease registry, which helps our
practitioners monitor whether cardiac patients are getting the treatment they need
and clearly shows whether a patient is due for a cholesterol check or has been of-
fered the currently recommended therapies. We know that our work in this area is
paying off. Our 1999 Health Plan Employer Data and Information Set (HEDIS) per-
formance measure showed that 87 percent of our adult members who had a heart
attack received beta-blockers, which have been shown to lower blood pressure and
reduce risk for another heart attack.

Improving Beneficiaries’ Health and Well-Being Through Exercise

In the early 1980’s, Group Health partnered with the University of Washington
to examine key determinants of seniors’ health and found that regular exercise and
social interaction were the two most important factors. Since then, other studies
have validated their findings. There is no segment of the population for whom exer-
cise is not important. Whether an individual is 65 or 95, whether they are already
physically active or restricted to wheelchairs, whether they are healthy or have
painful crippling conditions, we know that exercise can make a difference. We also
know that people with functional deficits have been shown to benefit the most from
exercise.

With this in mind, Group Health set out to bring the benefits of exercise to indi-
viduals who have disabilities or serious, chronic medical conditions such as heart
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disease, chronic obstructive pulmonary disease (COPD), arthritis, diabetes, and de-
pression. One outcome of this effort is the “Lifetime Fitness” program offered in 5-
week sessions in community senior centers around the area. Aside from the fitness
component, the program offers members opportunities to socialize and to develop a
community support network. To give you an idea of this aspect of the program, I
share with you the following quotation, which appeared in Group Health’s Senior
Outlook Newsletter:

“We have a telephone committee that calls members who have been absent
two times in a row, just to tell them we miss them,” he says. “A greeters
committee helps new members feel at home, and another committee orga-
nizes occasional lunches out after class.”
Group Health Medicare+Choice Member, Age 87;
Lifetime Fitness Participant for 2 Years

In addition to Lifetime Fitness, the Care Center at Kelsey Creek, Group Health’s
long-term care and skilled nursing facility, is working on an exercise program for
nursing home patients that will serve as a model for our most frail beneficiaries.
Finally, I urge you all to read the article submitted as an attachment about “Danc-
ing Ladies” a ballet-based exercise program for women, many of whom have serious
mobility difficulties.

Group Health takes its work in this area very seriously, and we continually strive
to improve our programs. As such, we are evaluating our fitness programs to assess
their impact on key health indicators. These evaluations will help us identify the
need for any modifications to ensure that our programs meet the goals of “healthy
aging”—optimizing function, preventing avoidable decline in health status, and en-
hancing quality of life.

Providing Beneficiaries Opportunities To Have A Greater Voice In Their
Care

We believe that pre-payment is the basis for our innovations in health care for
Medicare beneficiaries and that it creates unique opportunities for patients and pro-
viders that are not necessarily available in an encounter-based system of care. Un-
like a system that pays by the encounter, a pre-payment system lends itself to es-
tablishing longer-term relationships and partnerships between the organization and
individual. Group Health’s Senior Caucus, a board-recognized special interest group,
is perhaps one the best examples of these partnership opportunities. Senior Caucus
members participate in a variety of activities including the work on our senior care
roadmap. Group Health provides support for its activities, but the Senior Caucus
operates independently under its own rules and policies. Since its founding nearly
twenty years ago, members of the Senior Caucus have helped to develop:

¢ The Senior Peer Counseling Program, which offers short-term problem solv-
ing and “talking support” by trained senior volunteers.

¢ The Group Health Resource Line, which is staffed mainly by senior volun-
teers. Originally the Senior Information Line, it was expanded in 1990 to include
health information for Group Health patients of all ages and connects Medicare
members to services available through group Health and the greater community.

¢ Silver Glen, the only senior housing cooperative in the Greater Seattle area.

¢ The Senior Outlook Newsletter, which educates all senior members with
timely articles about health promotion and current events in and around the Coop-
erative.

¢ Senior health promotion pamphlets, available through Group Health med-
ical centers and the Group Health Resource Line.

In addition to having a say in program development and the Cooperative’s govern-
ance, Group Health seeks to provide our Medicare members with a greater voice
and role in their own care through our health education and promotion projects. At
present, we have classes, workshops, forums, and support groups on a wide range
of topics including Alzheimer’s disease, cancer, diabetes, grief and loss.

One more specific example is Group Health’s “Living Well with Chronic Condi-
tions Workshop,” a six-session workshop to help people learn how to manage their
conditions and improve their quality of life. Workshop participants learn how to set
realistic goals, achieve successes and build confidence in managing their health, cov-
ering topics such as nutrition, exercise, stress management, medication manage-
ment and planning for the future.

IV. Ensuring The Viability Of The Medicare+Choice Program

Group Health Cooperative, like other plans here today, offers Medicare bene-
ficiaries lower out-of-pocket costs and additional benefits not available in fee-for-
service Medicare. These aspects of Medicare+Choice are tremendously important to
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our members, particularly those with lower incomes who might otherwise face finan-
cial difficulties in accessing needed care. As described here today, our model of care
under the Medicare+Choice program—for which the keystone is pre-payment—en-
ables us to provide beneficiaries much more.

Group Health appreciates Congress’ efforts to address payment and regulatory
issues that in recent years have challenged plans’ abilities to continue their partici-
pation in the program. As a result of the Benefits Improvement and Protection Act
(BIPA), Group Health was able to reduce our members’ 2001 Medicare+Choice
monthly premium by $13. We put some of the additional funds into the benefits sta-
bilization fund to help minimize any future premium increases that we might have
to make. We also increased payments to our physicians and hospitals. We believe,
however, that more needs to be done, particularly with respect to the regulatory en-
vironment. With that in mind, we offer the following:

¢ Honor the Intent of Congress When Implementing Risk Adjustment: The
Health Care Financing Administration’s (HCFA) current approach to risk-adjust-
ment reduces Medicare+Choice payments, which has contributed to the instability
in the program. Group Health urges HCFA to implement the risk-adjuster in a
budget neutral manner, as expressed by Congress in the conference agreement that
accompanied the Balanced Budget Refinement Act of 2000. In addition, HCFA’s ap-
proach to implementing the “all-site” model based on collection of 100 percent en-
counter data from inpatient and outpatient settings is placing enormous demands
on organizations and their providers. We urge HCFA to consider less burdensome
alternatives that meet the goals of risk-adjustment.

* Improve the Partnerships between HCFA and Medicare+Choice Organi-
zations by Establishing Single Administrative Unit for Medicare+Choice
Program Oversight: We recognize that HCFA has many competing demands and
responsibilities. However, the current  oversight infrastructure for
Medicare+Choice—which involves three separate offices—has often resulted in frag-
mented and unnecessarily complex policy making, which has been problematic for
Medicare+Choice organizations and beneficiaries. We believe that consolidating
Medicare+Choice program administration and oversight within one HCFA division,
which has a Director who reports directly to the HCFA Administrator, would go a
long way toward improving the partnerships between HCFA and plans.

* Refocus HCFA’s Quality Program: Clearly, Medicare+Choice organizations
must be held accountable for the quality of care they deliver to Medicare bene-
ficiaries. We believe, however, that HCFA’s current approach to implement the qual-
ity requirements of the Balanced Budget Act of 1997 (BBA) through the Quality Im-
provement System for Managed Care (QISMC) has presented some challenges.

Group Health has received accreditation from the National Committee for Quality
Assurance (NCQA). One of our primary concerns is that QISMC continues to lack
clear coordination with NCQA and reporting standards of other organizations. This
lack of coordination undermines the ability to develop and implement a meaningful
process for deeming plans in compliance with quality requirements, which was a
goal of the BBA. In addition, when QISMC is fully implemented, the number of
quality projects required to be undertaken at one time, as well as the follow-up work
on completed projects, will challenge plans’ abilities to devote sufficient attention to
each one. For these reasons, we recommend that HCFA reassess its quality over-
sight requirements. Specifically, we urge HCFA to reconsider its deeming approach
to avoid undue interference with private sector standards and to reduce the number
of QISMC projects.

* Reduce the Scope of Standardization of Beneficiary Materials: Group
Health supports the goals of the standardization project—to ensure that information
conveyed to beneficiaries is easily understood and to enable easy comparisons
among plans. The HCFA initiative to standardize beneficiary materials appro-
priately focuses on comparative information about Medicare+Choice benefits. How-
ever, it also includes beneficiary information that is not used for plan to plan com-
parisons and which contains plan-specific information. We recommend revising the
standardization initiative to focus solely on continuing to improve the standardized
Summary of Benefits, which even though it has been in use for two years, still in-
cludes language that is confusing.

V. Conclusion

The current debate on Medicare reform presents tremendous opportunities for the
same type of innovation in care delivery that we and other plans achieved by work-
ing with Congress and the Administration more than twenty years ago. The
Medicare+Choice program—the latest iteration of pre-paid Medicare—has much to
offer both in the present and future. We urge the Subcommittee to consider the val-
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uable contributions made by organizations like Group Health in serving our nation’s
beneficiaries and to preserve and strengthen a pre-paid option under Medicare.

“Dancing their way to better health”
from Group Health Cooperative’s Senior Outlook, Fall 2000

Last year I noticed that a number of the senior patients in my family practice
at Northgate Medical Center were in downward spirals.

Many of them were coming into my office, the emergency room, or the hospital
because of chest or stomach pain, arrhythmias, fatigue, headaches, depression, and
anxiety. Often their children would come with them and plead, “Mom/Dad is going
downhill. Isn’t there anything you can do?”

There wasn’t. Not in my entire medical bag of tricks. Medications never solved
their problems and, while I encouraged them to exercise and get out socially, they
lacked the motivation and will.

When I thought about the patients as a group, their stories were very similar.
A couple of them had lost spouses in the last few years and had become isolated
from the world. Some were facing moves from their lifetime homes to retirement
apartments and were suffering major depression. Most of them had chronic condi-
tions that were limiting their independence and their ability to enjoy life.

In short, each of my patients was facing huge losses. They all believed they were
burdens to their families and friends, and the most common way they described
themselves was “useless.”

One day I was talking to a ballerina friend of mine who was preparing a dance
about the miracle of the aging female body. I suddenly knew what we could do for
those patients I'd been worrying about so much. We could start an exercise group
at Northgate Medical Center—led by ballet instructors—that focused on muscle
strengthening and flexibility, beauty and grace.

I went back to each of the patients and invited them to a ballet-based exercise
program that would meet three times a week for four-and-a-half months. I told them
that they should join only if they could come regularly and would be willing to put
on a performance in the community at the end of the program. I also invited every-
one to have lunch together one day a week after class.

Out of the 21 people invited to participate, 16 of them—all women—joined and
attended almost every session. The most physically challenged of them had to take
ACCESS vans or cabs to get there, and all of them had to challenge themselves to
“just do it.” That’s no small feat when you’re depressed and anxious, as we all know,
but they came and they did do it.

About a month into the program, the women started talking about how much the
class was helping them physically. “I can turn my head to look out the back window
of the car now instead of just depending on the mirror,” one said. “I can stand up
and even hold a cup of coffee,” said another who had been suffering from major bal-
ance problems.

At the weekly lunches after class, we talked about our lives, our families, our
challenges, and our accomplishments. The women bonded as a group in a powerful
way and, as they did, they began talking about the class in terms of friendships,
perseverance, renewal, support, and love. Their strength and social integration had
already gone further than I had ever imagined—and the wonderful result was that
they almost never had to visit my medical office.

The idea of putting on a performance at the end of the program was originally
just a tool for getting the women to think about who they were, how remarkable
they were, and what they would say to the world if they had a chance. What piece
of wisdom, or glimpse into their lives and history, would they share?

The performance was held at On the Boards in downtown Seattle in May. That
night, backstage, these once shy and withdrawn women were like beautiful 16-year-
olds—giddy and nervous. Their spouses, children, grandchildren, and friends were
in the audience, ranging in age from 96 years to 10 days.

One by one, each woman took her turn at the microphone at center stage. One
got up from her chair by herself—something she’d been struggling to do for three
months—and walked unassisted to the mike, where she recited a poem about blos-
soming. Another rolled her oxygen tank to the mike and read “When I Am Old, I
Will Wear Purple.” Still another told the audience of the amazing sense of accom-
plishment she felt in simply being able to get dressed every day.

They made us laugh and they made us cry. In between their personal presen-
tations, they had us clapping, stomping, and hollering as they did stretching, muscle
building, and dancing routines to glorious music.

In the end, they hugged each other and some cried. They were so proud—and
their families were so proud of them—they just glowed. These women, who had felt
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like worthless burdens for so long, had accomplished a major transition. I felt hon-
ored to know them.

—by Dr. Chris Himes

———
Chairwoman JOHNSON. Thank you. Mr. Turvey.

STATEMENT OF VICTOR E. TURVEY, PRESIDENT, MIDWEST RE-
GION, UNITEDHEALTHCARE, MARYLAND HEIGHTS, MIS-
SOURI

Mr. TurviEy. Thank you, Chairwoman dJohnson, and distin-
guished Members of the Subcommittee, for the opportunity to tes-
tify today on our experience in the Medicare+Choice program.

I am Vic Turvey, Regional President of UnitedHealthcare, re-
sponsible for our Midwest health plan operations, including
Medicare+Choice offering in Iowa, Nebraska, Missouri, Wisconsin
and Illinois. I am pleased to speak today on behalf of our experi-
ence in the program.

UnitedHealthcare and its parent company, UnitedHealth Group,
have a longstanding commitment to Medicare beneficiaries. We are
the largest provider of health care services to seniors in America.
For over 20 years, we have provided seniors and disabled individ-
uals a comprehensive alternative to traditional Medicare benefits,
now known as the Medicare+Choice program.

Today, close to 400,000 beneficiaries are enrolled in our Medicare
health plans in 63 counties across the country. Through our
Evercare program, we provide coordinated care services to an addi-
tional 20,000 frail elderly individuals in various care settings. Sep-
arately, we provide Medicare supplement or Medigap coverage and
hospital indemnity insurance to roughly 3.5 million AARP mem-
bers nationwide through AARP’s Health Care Options programs.

I want to provide you with a snapshot of Medicare+Choice, focus-
ing first on the value we bring to Medicare beneficiaries, and then
on issues with the current program structure that are detrimental
to our Members.

First, we bring value beyond the traditional Medicare Program
by coordinating the fragmented, diverse elements of the health care
system and organizing the delivery of care around the best inter-
ests of the patient. We offer innovative services that help our Mem-
bers lead healthier lives by empowering them to make their own
choices, working with their physician, supported by information,
and the best clinical evidence available.

Since 1996, we have offered beneficiaries a health plan that re-
quires no additional premium beyond the monthly part B premium.
In most markets, Members also get coverage for prescription drugs.

Members also benefit from our value-added features such as indi-
vidually assigned customer service representatives, access to a 24-
hour nurse line, and internet-based health information resources
and programs that track their special health conditions and remind
them to get regularly scheduled diagnostic tests. They also become
a part of our care coordination program, where dedicated nurses
follow their hospitalizations and make sure that services are under-
stood, accessible and coordinated before, during and after they are
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in the hospital. These services are unavailable outside of the
Medicare+Choice program.

Let me describe some of these services in more detail.

Under care coordination, this allows Members to work directly
with their physician to determine the best way to coordinate their
own health care needs. Care coordination is designed to make it
easier to get care while identifying and addressing gaps in care. It
encompasses hospital admission counseling, health education, pre-
vention and reminder programs, inpatient care advocacy, phone
calls to high-risk Members post-hospitalization, identification and
support programs for Members with complex and chronic illnesses,
and long-term assessment and education programs to support
Members with asthma, cardiovascular disease, and diabetes. We
have received many letters over the last 2 years from Members de-
scribing how this program has changed their perception of what a
health care plan can do for them and what a health care plan
ought to be. We have also seen a notably improved health outcome.

Our personal service specialists are individually assigned to each
Member. They provide them with one name to call to answer any
question they may have and to resolve problems. This program
helps to provide a familiar face to the health plan. It helps bene-
ficiaries navigate the complexities of the health care system, a
service which is particularly important to seniors.

Our Care 24 Program provides Members 24 hour a day, 7 day
a week access to registered nurses, masters-level counselors and
lawyers, to get answers to questions about medical issues, personal
and emotional health, legal and financial issues, eldercare and
other concerns. It also offers recorded messages from a health in-
formation library on over 1,000 health topics.

Finally, UnitedHealth passport allows Members to obtain cov-
erage for routine care when they travel to other UnitedHealthcare
Medicare+Choice markets. This is invaluable for “snow birds” that
spend part of their year in Florida and other parts of the country.

All of these offerings are underscored by our commitment to sup-
port the physician-patient relationship. Our close relationship with
physicians, hospitals and other health care providers is critical to
improved medical outcomes. Our medical directors, physicians
themselves, work closely with network providers to share our data
on best practices within their community and in other cities as
well. This is comparative information that doctors have generally
never had available to them, and they love it.

When physician groups are incented to apply this quality and
cost data we provide to them, they can achieve better outcomes at
lower cost. While UnitedHealthcare is an industry leader in its
ability to develop and distribute outcomes data, several other com-
panies are also developing similar capabilities, so it is not unique
to us.

The fundamental point is that this data, combined with proper
balanced incentives from health plans, and then aligned with in-
centives originating from hospital system, is absolutely essential to
efforts to improve quality and moderate cost increases.

Now, there are difficulties facing the Medicare+Choice offering.
Our experience with physicians, hospitals and other health care
providers illustrates one of the most significant problem areas in
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the current environment. As stated earlier, one of our hallmark of-
ferings is

Chairwoman JOHNSON. Mr. Turvey, the red light has gone on. I
know you're just starting at your recommendations. But if you
could just give a very brief overview, I will come back to them in
the question period.

Mr. TUrRVEY. OK.

Chairwoman JOHNSON. I have read your testimony and I

Mr. TURVEY. On the recommendations, in summary, here is what
we would recommend.

There are four key areas for program improvement: reimburse-
ment, administrative simplification, provider relations, and an al-
lowance for evolutionary benefit design.

Fundamental reform of the reimbursement is necessary to ensure
long-term stability and viability of the program. We need a fair and
comprehensive payment approach that more closely aligns current
Eedical cost trends and factors in cost variability in different mar-

ets.

We need current administrative requirements to be streamlined
at HCFA. We believe Congress ought to explore the reasons behind
the increased difficulties with hospital and physician plans partici-
pation in Medicare+Choice, particularly focusing on plans’ limited
payment leverage in markets with dominant hospital systems.

Finally, we think reform of the system must recognize the evolu-
tionary nature of the health care system itself, developing a pro-
gram that allows for change as the system warrants.

We encourage Congress and HCFA to study successful con-
tracting arrangements in the employer sector, such as nonrisk-
based alternatives, as the basis for its own contracts with private
health plans, in rural areas especially. HCFA could then operate
like an employer, who self-funds employer coverage and partnering
with health plans to bring value to their offerings by administering
and managing the health and operational aspects of the benefit.

We think Medicare+Choice has much to offer, but the problems
today are very real, and yet there is a great opportunity for posi-
tive change.

Thank you.

[The prepared statement of Mr. Turvey follows:]

Statement of Victor E. Turvey, President, Midwest Region,
UnitedHealthcare, Maryland Heights, Missouri

Thank you Chairwoman Johnson, Congressman Stark, and other distinguished
members of the Subcommittee for the opportunity to testify on our experience in the
Medicare+Choice program. I am Vic Turvey, regional president of UnitedHealthcare,
responsible for our Midwest health plan operations, including Medicare+Choice of-
ferings in Iowa, Nebraska, Missouri, Kansas, Wisconsin and Illinois. I am pleased
to speak on behalf of our experience in the Medicare+Choice program.

UnitedHealthcare and its parent company, UnitedHealth Group, have a long-
standing commitment to Medicare beneficiaries. Our participation in the Medicare
program is fundamental to our core mission—to support individuals, families, and
communities to improve their health and well being through all stages of life.

UnitedHealth Group is the largest provider of health care services to seniors in
America. For over 20 years, we have provided seniors and disabled individuals a
comprehensive alternative to traditional Medicare benefits, now known as the
Medicare+Choice program. Today, close to 400,000 beneficiaries are enrolled in our
Medicare health plans in 63 counties across the country. Through our Evercare pro-
gram, we provide coordinated care services to an additional 20,000 frail elderly indi-
viduals in various care settings (under the auspices of the Medicare+Choice program
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and a demonstration project). Separately, we provide Medicare Supplement
(“Medigap”) and Hospital Indemnity insurance to roughly 3.5 million AARP mem-
bers nationwide through AARP’s Health Care Options program.

I want to provide you with a snapshot of Medicare+Choice, focusing on the value
we bring to Medicare beneficiaries and a number of issues we face in the current
program structure that we believe are detrimental to our members.

We bring value beyond the traditional Medicare program by coordinating the frag-
mented, diverse elements of the health care system and organizing the delivery of
care around the best interests of the patient. We offer innovative services that help
our members lead healthier lives by empowering them to make their own choices,
working with their physician, supported by information and clinical evidence. Since
1996, we have offered beneficiaries a health plan that requires no additional pre-
mium beyond the monthly Part B premium. Beneficiaries who enroll in our plans
get comprehensive coverage, much like the commercial coverage that many had
through their employers. In most markets, members also get coverage for prescrip-
tion drugs (typically offered on a two-tiered basis, with lower copayments for generic
equivalents and higher copayments for brand name drugs).

Members also benefit from our value-added features such as individually assigned
customer service representatives, access to a 24 hour nurse line and internet-based
health information resources, and programs that track their special health condi-
tions and remind them to get regularly scheduled diagnostic tests. They also become
a part of our Care Coordination program where dedicated nurses follow their hos-
pitalizations and make sure that services are understood, accessible and coordinated
before, during and after they are in the hospital. These services are unavailable out-
side of the Medicare+Choice program.

Let me describe some of these special features in more detail:

e Care Coordination SM allows members to work directly with their physician to
determine the best way to coordinate their own health care needs. Care Coordina-
tion is designed to make it easier to get care while identifying and addressing gaps
in care. It encompasses hospital admission counseling, health education, prevention
and reminder programs, inpatient care advocacy, phone calls to high-risk members
post-hospitalization, identification and support programs for members with complex
and chronic illnesses and long-term assessment and education programs to support
members with asthma, cardiovascular disease and diabetes. We have received many
letters from members describing how this program has changed their perception of
what a health plan can do for them and have notably improved health outcomes.

e Personal Service Specialists are individually assigned to each member, pro-
viding them one name to call to answer any questions they may have and resolve
problems. This program helps to provide a familiar face to the health plan, helping
beneficiaries navigate the complexities of the health care system—a service particu-
larly important to seniors.

e Care24 provides members 24 hour a day, 7 day a week access to registered
nurses, masters-level counselors and lawyers to get answers to questions about med-
ical issues, personal and emotional health, legal and financial issues, eldercare and
other concerns. It also offers recorded messages from a health information library
on over 1,000 health topics.

e UnitedHealth Passport allows members to obtain coverage for routine care when
they travel to other UnitedHealthcare Medicare+Choice markets. This is invaluable
for “snow birds” that spend part of the year in Florida and other parts of the coun-

ry.

All of these offerings are underscored by our commitment to support the physi-
cian-patient relationship. Our relationship with physicians, hospitals and other
health care providers is critical. Our medical directors, physicians themselves, work
closely with network providers to share our data on best practices within their com-
munity and in other cities as well. We also have undertaken a number of initiatives
to simplify a doctor’s interaction with the health plan so that they can focus on their
patients instead of paperwork. Our Medicare health plans have been most success-
ful in markets—such as St. Louis— where we work with physician groups who are
incented to apply the quality and cost data we can provide to them.
UnitedHealthcare 1s an industry leader in its ability to track utilization patterns
and outcomes data; several other companies have similar capabilities. The funda-
mental point is that proper, balanced incentives aligned with incentives originating
from hospital systems are absolutely essential to efforts to improve quality and mod-
erate cost increases.

Difficulties facing current Medicare+Choice offerings

Provider Contracts: Our experience with physicians, hospitals and other health
care providers illustrates one of the most significant problem areas in the current
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Medicare+Choice environment. As stated earlier, one of our hallmark offerings is
providing members access to broad, diverse, fully qualified providers. However, in
many markets this has been hindered, as hospital systems increasingly prefer to re-
vert to the Medicare fee-for-service payment system because it offers higher pay-
ment and no third party (health plan) involvement. In some markets, hospital sys-
tems have terminated their relationship with us mid-year (inconveniencing our
members who often have to find new primary physicians in the remaining network
or disenroll from their health plan to maintain their physician relationship); in oth-
ers they have demanded payments on par with traditional Medicare.

This occurs as the gap between payment for hospital services under the tradi-
tional Medicare program and Medicare+Choice plans grows and provider groups
pick and choose between participation in the two programs. Last year’s Medicare,
Medicaid and SCHIP Benefits Improvement Protection Act of 2000 (BIPA) served
to widen the gap considerably as hospital payment increases generally outpaced
Medicare+Choice increases. Consequently, in most markets we were forced to dedi-
cate all BIPA increases to hospital and physician reimbursement to meet con-
tracting demands and maintain adequate networks.

Reimbursement: In our experience, beneficiaries have seen a deterioration of ben-
efit offerings since enactment of the Balanced Budget Act (BBA) in 1997, as annual
payment increases have not kept pace with inflation. We have been able to continue
to provide quality coverage to beneficiaries in many markets by streamlining our
administrative procedures. We also have had to adjust benefit coverage, increasing
copayment amounts for outpatient visits and hospitalizations and reducing or elimi-
nating our coverage for prescription drugs. In almost half of our Medicare+Choice
markets we no longer offer coverage for outpatient prescription drugs. Where we do
offer coverage, the annual maximum is in the $200 to $500 dollar range (with the
exception of Dade County, Florida where it is $1,500) with coverage limited to ge-
neric equivalents or steep copayment differentials for generic and brand. While we
would like to see additional funding for the program, we believe that fundamental
reform of the reimbursement system is necessary to address the many moving parts
of the payment system and ensure long-term stability and viability of the program.

Administrative Issues: We believe that regulation and accountability is important
and necessary to ensure fair, quality coverage for Medicare beneficiaries. However,
the way that current administrative rules and procedures are established and en-
forced is burdensome and strains health plan resources. The complexity of
Medicare+Choice administrative requirements, coupled with the lack of coordination
between states, HCFA regions and central HCFA, means that plans may face con-
flicting interpretation of rules and be subject to multiple audits. In addition, the
number of new rules has grown exponentially since enactment of the BBA. The new
HCFA monitoring guide used to evaluate health plans during their biennial site vis-
its includes 279 items for review (not including the BIPA requirements); before
BBA, there were 146 items.

Based on our experience, the more problematic administrative items are:

e 2002 Enrollee “Lock-In.” The new lock-in requirement, which will be phased—
in beginning next year, will likely add to beneficiary confusion and anxiety about
the product, placing additional strains on a Medicare+Choice plan’s ability to attract
and retain members. We have found that the ability to disenroll at any time pro-
vides added comfort for a beneficiary who is enrolling in Medicare+Choice for the
first time. If he or she is unhappy with the plan, the beneficiary can revert back
to original Medicare or try another Medicare+Choice plan at any time.

¢ ACR process. The new June filing deadline (formerly in the fall) makes it very
difficult to make accurate financial projections, and thus appropriate benefit deci-
s}ilons, given that only first quarter (January through March) data is available at
that time.

e Encounter data collection. The current requirement to submit encounter data is
very time consuming and costly, given questionable returns. Foremost in our con-
cerns is the process for submitting the data to HCFA, which is cumbersome and re-
source intensive under the current fee-for-service based claims system. Additionally,
the scope of data required for submission seems excessive, given the more limited
data that is required for risk adjustment.

* Standardized beneficiary materials. HCFA’s new requirement to use a standard-
ized Summary of Benefits (created automatically from the database used for ACR
submissions) has been problematic for our members. While standardization is help-
ful in allowing comparisons between plan offerings, some information and materials
do not lend themselves well to standardization. In some cases, standardization has
resulted in inaccurate descriptions and has made it difficult for beneficiaries to gain
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specific information about individual Medicare+Choice benefit offerings and health
plan administrative requirements.

e Marketing materials /| HCFA review. The new marketing and member commu-
nication requirements, particularly the 45-day review period, make it very difficult
to get materials finalized in a timely manner. The 45-day period has had a par-
ticular impact on our ability to communicate product changes with our members in
a timely manner, often leading to confusion for our those who hear about changes
in media reports, but then fail to receive notice until much later. This is particularly
troublesome when we are held to a 30-day notice period for changes to the network
or mid-year benefit improvements. In a number of markets we hear from the re-
viewers that they do not plan to comment on the materials until the end of the re-
view period. If they ask for changes on day 44, the 45-day review period begins all
over again. Moreover, the prescriptive nature of the review often requires the mate-
rials to be very generic, taking away our ability to make statements reflecting on
our unique attributes.

e Regulatory implementation. The frequency and content of new regulatory and
policy changes has increased staff time and resources considerably. In 2000, HCFA
issued 15 new Official Policy Letters (OPLs), two revisions of one OPL, and the final
Medicare+Choice regulation (the “mega reg”). Inconsistencies between regional of-
fices and central HCFA add to the strain of regulatory interpretation, particularly
for national health care organizations, such as UnitedHealthcare.

How do we fix the program and ensure its future viability?

While there clearly are a number of obstacles facing the current Medicare+Choice
program, we believe the program continues to have much to offer seniors and dis-
abled individuals and believe there are a number of changes that could significantly
enhance the future viability of the program. First and foremost, we believe that the
program must undergo fundamental reform to provide beneficiaries broad choices of
coverage that best meets their needs in a manner that they can count on for years
to come.

There are four key areas for program improvement: reimbursement, administra-
tive simplification, provider relations, and allowance for evolutionary benefit design:

¢ Fundamental reform of the reimbursement system is necessary to address the
many moving parts of the payment system and ensure long-term stability and via-
bility of the program. A fair, competitive payment approach that is more closely
aligned with current medical cost trend and factors in cost variability in different
geographical markets and care settings is desirable.

¢ A thorough review of current administrative requirements with an aim to
streamline processes, improve coordination and eliminate items that have negligible
benefits for members would be advantageous.

» Congress should explore the increasing difficulties with hospital and physician
participation in Medicare+Choice, focusing particularly on Medicare+Choice plans’
limited provider payment leverage in markets with dominant hospital systems. Also,
payment to hospitals and physicians should include incentives for efficient and ap-
propriate health care delivery and outcomes.

¢ Reform of the system must recognize the evolutionary nature of the health care
system, developing a program that allows for change as the system warrants. We
encourage Congress and HCFA to study successful contracting arrangements in the
employer sector (such as non-risk-based alternatives) as the basis for its own con-
tracts with private health plans. HCFA could operate like an employer who
leverages its assets by self funding employee health coverage and partnering with
health plans, like ours, to bring value to their offerings by administering and man-
aging the health and operational aspects of the benefit. In addition,
Medicare+Choice should recognize the value of specialized programs like Evercare
and allow them to exclusively serve frail elderly beneficiaries.

Medicare+Choice has much to offer. We encourage Congress and HCFA to experi-
ment with different types of product offerings within Medicare that are tailored to
specific populations and geographic areas. To this end, we already have begun to
explore options with HCFA that bring the many unique, value-based attributes of
our product offerings to the more traditional Medicare benefits and may be more
sustainable in certain markets than risk-based Medicare+Choice offerings. Working
together to address many of the items raised today, we can help to develop a re-
newed Medicare program that meets the needs of today’s and tomorrow’s bene-
ficiaries. The problems with the program are very real, but there is a great oppor-
tunity for positive change.

Thank you for the opportunity to share our thoughts. I would be happy to answer
any questions you might have.



25

e —

Chairwoman JOHNSON. Thank you very much, Mr. Turvey. Dr.
Weiss.

STATEMENT OF BRUCE WEISS, M.D., M.P.H., CHIEF MEDICAL
OFFICER, AVMED HEALTH PLAN, GAINESVILLE, FLORIDA

Dr. WEIss. Madam Chair and Members of the Subcommittee, my
name is Dr. Bruce Weiss. I am the Chief Medical Officer for AvMed
Health Plans, based in Gainesville, Florida, in the heart of Rep-
resentative Karen Thurman’s district.

AvMed is the oldest and largest not-for-profit HMO in Florida.
We serve some 300,000 Members, including approximately 30,000
Medicare Members, and 10,000 Federal employees and their de-
pendents. AvMed is Federally qualified and accredited by both the
National Committee for Quality Assurance (NCQA) and the Joint
Commission on Accreditation of Healthcare Organizations
(JCAHO).

I appreciate the opportunity to participate in today’s hearing to
describe the nature and scope of disease management programs in
managed care plans and specifically the programs my plan offers
to all Members, especially our Medicare members.

Disease management programs are one of he major enhance-
ments over traditional fee-for-service Medicare that beneficiaries
receive by enrolling in Medicare+Choice options. This is from the
newest Provider Sponsored Organization (PSO) to the largest
HMO. These programs are important elements of every Medicare
managed care option—providing coordination of care, promotion of
best practices, and patient empowerment.

Numerous studies have demonstrated that well-designed disease
management programs have significantly impacted participants’
well-being and overall health status. Patients with moderate to se-
vere congestive heart failure have improved their functional status
through disease management programs. This means that a patient
who is essentially home—or bed-bound can get out and go to
church, shop, or visit family. This is a major improvement in their
quality of life.

At AvMed, we have eight care or disease management programs,
six focusing on the illnesses of our Medicare beneficiaries: conges-
tive heart failure, diabetes, end-stage renal disease, chronic wound
care, and chronic obstructive pulmonary disease. All of these pro-
grams require an investment in staff, materials, and information
systems to be successful. Nurses regularly call Members to assess
their progress. Patients who appear to be deteriorating are referred
to their primary care physicians or specialists for assessment and
modification of their treatment. Medical problems are identified
and addressed earlier, avoiding risk for the patient, hospitalization,
and medical costs.

Unfortunately, these programs are labor and resource intensive
and, therefore, limited to just a small percentage of our Members,
focusing predominantly on those at highest risk.

AvMed and others are looking at new technology that will allow
us to more efficiently monitor larger numbers of patients with
lower administrative costs. Today, we have a pilot program in
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which each morning our Members step on an electronic scale,
which weighs the Member, asks several key clinical questions, and
then electronically transfers this information to AvMed. Those
Members reporting worsening symptoms or weight gain above lim-
its set by their physicians are contacted by one of our nurses. In
addition, this daily information is available to the Members’ treat-
ing physicians in a summary form for ongoing use in managing
their care.

It is through ongoing investments such as this that disease man-
agement programs are going to reach their full potential and be ex-
panded to include a larger patient base. However, these population-
based programs are expensive, require staff and expertise that is
generally not available in most physician offices, and is not reim-
bursable under most fee-for-service plans.

I would like to share with you the experience of one of our Mem-
bers. Mrs. “B” is a delightful 80-year-old North Florida Medicare
beneficiary who joined AvMed in February, 2000. She was enrolled
in our congestive heart failure program due to heart damage
caused by her diabetes.

Last July, her husband died from lung cancer. In January, she
fell and developed cellulitis, a serious infection of her leg, for which
she was prescribed oral antibiotics. Shortly thereafter, she called
our 24-hour Healthy Heart Hotline because her heart symptoms
worsened and she was having increased difficulty breathing.

Mrs. “B” had stopped taking her antibiotics because she felt it
was making her swell up. Our nurse contacted her physician, who
called her and instructed her to resume her antibiotics. A nurse
was then sent to her home and found that she had gained over five
pounds and that she was only taking half the dose of her pre-
scribed diuretic/water pill. An intravenous dose of a diuretic was
given, and during follow-up visits, it was noted that Mrs. “B’s”
blood sugar was over 350 and that she had not been taking her in-
sulin since her husband’s death, since he was the one who was giv-
ing her injections.

Arrangements were made for Mrs. “B” and her daughter, also a
diabetic, to be seen by her physician in his office, and both were
instructed on giving insulin, following a diet, and exercising. Since
this visit, Mrs. “B” has moved in with her daughter and both have
become more compliant with their diets, managing their diabetes,
and exercising.

As the administration and Congress consider options for stabi-
lizing the Medicare+Choice program and pursuing reforms in the
Medicare Program, it is critically important to ensure that Medi-
care is administered efficiently and effectively. The regulatory
framework should be designed to promote, rather than impede, the
implementation of disease management programs that improve
health care quality for Medicare beneficiaries.

Again, I thank you for the opportunity to share with you some
information regarding the exciting opportunities with disease man-
agement.

[The prepared statement of Dr. Weiss follows:]



27

Statement of Bruce Weiss, M.D., M.P.H., Chief Medical Officer, AvMed
Health Plan, Gainesville, Florida

Madam Chair and members of the subcommittee, my name is Dr. Bruce Weiss.
I am Chief Medical Officer of AvMed Health Plan. Based in Gainesville, Florida, in
the heart of Representative Karen Thurman’s district, AvMed is Florida’s oldest and
largest not-for-profit HMO, serving some 300,000 members in 11 counties, including
approximately 30,000 Medicare members and 10,000 federal employees and their
dependents. Due to the instability in the Medicare+Choice program, the number of
Medicare members we serve has declined from 75,000 to 30,000 since 1999. AvMed
contracts with close to 7,000 physicians and 126 hospitals, is federally qualified and
is accredited by both the National Committee for Quality Assurance (NCQA) and
the Joint Commission on Accreditation of Healthcare Organizations (JCAHO).

I appreciate the opportunity to participate in today’s hearing and to describe the
nature and scope of disease management programs in managed care plans and spe-
cifically the disease management programs my plan offers to all our members, espe-
cially our Medicare members. Disease management programs are one of the major
enhancements over traditional FFS Medicare that Medicare beneficiaries receive by
enrolling in a Medicare+ Choice option—from the newest PSO to the largest HMO.
These programs are important elements of every Medicare managed care option—
providing coordination of care, promotion of best practices and patient empowerment
through education.

Disease Management Programs

Let me explain the process we use to implement disease management programs.
First, our goals are to:

¢ empower our members through education;

¢ provide our members and health care providers with tools to improve our mem-
bers’ quality of life and promote preventive lifestyle choices; and

« facilitate a comprehensive and integrated health care delivery team concept to
assure the best clinical and economic outcomes.

To achieve these goals, we have developed a strategy that involves:

« identifying the high-risk population;

* implementing and promoting national guidelines;

¢ implementing critical pathways;

¢ promoting effective client self-directed interventions;

¢ designing and implementing comprehensive case management and home health
interventions;

« promoting safe and effective physician intervention; and

* measuring outcomes.

We implement this strategy using an integrated approach among health care pro-
fessionals. Care coordinators serve as the liaison between members and health care
providers, coordinating care and services while also performing educational and pa-
tient advocacy roles. Health care providers deliver treatment plans according to ac-
cepted “best practice” guidelines, while assisting with the coordination of care and
providing continuous feedback on results. Home health care is also an important
component of many disease management programs.

We evaluate our disease management programs using measures that focus on pa-
tient satisfaction and clinical outcomes, as well as performance indicators developed
by the NCQA. These programs have been particularly important to our senior popu-
lation in Medicare+Choice.

Numerous studies have demonstrated that well-designed disease management
programs can have a significant impact on participants’ well-being and overall
health status. Patients with moderate to severe Congestive Heart Failure have been
documented to improve their functional status through a CHF disease management
program. This means that patients who were essentially home—or bed-bound can
get out and go to church, shop or visit friends—a major improvement in their qual-
ity of life.

At AvMed we have 8 care or disease management programs—6 focusing on the
illnesses of our Medicare beneficiaries: Congestive Heart Failure (CHF); Diabetes;
End Stage Renal Disease (ESRD); Chronic Wounds; and Chronic Obstructive Pul-
monary Disease (COPD). All of these programs require an investment in staff, mate-
rials and information systems to be successful. Nurses regularly call members to as-
sess their progress. Patients who appear not to be improving are referred to their
primary care physicians or specialists for assessment and modification of their treat-
ment.

With care management, medical problems are identified and addressed earlier,
avoiding potential risk to the patients, hospitalizations and medical costs. AvMed
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and others are looking at new technology that will allow us to more efficiently mon-
itor larger numbers of patients, with lower administrative costs. Today we have a
pilot program in which each morning our members step on an electronic scale,
which weighs the member, asks several key clinical questions and then electroni-
cally transfers this information to AvMed. Those members reporting worsening
symptoms or weight gain above limits set by their physicians are contacted by one
of our nurses. In addition, this daily information is available to the members’ treat-
ing physicians in a summary form for on-going use in managing their care.

It is through on-going investments such as these, that disease management pro-
grams are going to reach their full potential and be expanded to a larger patient
base. However, these population-based programs are expensive, require staff and ex-
pertise that is generally not available in most physician offices and is not reimburs-
able under most FF'S plans.

To illustrate, I want to share the experience of one of our members with you. Mrs.
“B” is a delightful 80 year-old North Florida Medicare beneficiary who joined AvMed
in February 2000 and was enrolled in our Congestive Heart Failure Program due
to heart damage caused by her diabetes. Last July her husband died from lung can-
cer. In January, she fell and developed cellulitis, a serious infection of her leg, for
which she was given oral antibiotics. Shortly thereafter, she called our Healthy
Heart Hotline because her heart symptoms worsened and she had increased dif-
ficulty breathing. Mrs. B had stopped taking her antibiotic for her leg problem, be-
cause it was making her swell up. Our nurse contacted her physician who called
her and instructed her to resume her antibiotic. A home health nurse was also sent
to her home and found that she had gained over 5 pounds, and that she was only
taking half the dose of her diuretic/water pill. An intravenous dose of a diuretic was
given. During follow up visits, it was noted that Mrs. B’s blood sugar was over 350
mg/dl and that she had not been taking her insulin since her husband’s death—he
was the one who gave her insulin injections.

Arrangements were made for Mrs. B and her daughter, also a diabetic, to be seen
by her physician in his office and both were instructed on administering insulin, fol-
lowing a diet and exercising. Since this visit, Mrs. B has moved in with her daugh-
ter and both have become more compliant with their diets, managing their diabetes
and exercising.

Issues Facing the Medicare+Choice Program

The future success of the Congestive Heart Failure Program—and other innova-
tive disease management programs offered by AvMed and other Medicare+Choice
plans—depends on the long-term stability of the Medicare+Choice program. As effec-
tive as Medicare+Choice plans are at using disease management strategies to im-
prove health care quality for Medicare beneficiaries, we cannot succeed without ade-
quate funding and a sensible regulatory environment.

This hearing’s focus on administrative and regulatory issues is highly appropriate,
given the reality that the costs of Medicare’s many regulatory requirements are
rarely measured in comparison to their benefits. This forces health plans to spend
scarce resources on compliance activities of questionable value and, as a result,
leaves plans with fewer resources to spend on disease management initiatives.

Payment and regulatory requirements dictate the environment in which
Medicare+Choice plans operate. The current payment and regulatory environment
has forced many plans to make difficult decisions regarding their participation in
the Medicare+Choice program. We are deeply concerned that the administrative and
regulatory actions taken by the Health Care Financing Administration (HCFA), to-
gether with the unintended results of the Medicare+Choice payment formula, have
undermined the program’s stability. Rather than enjoying expanded coverage
choices as planned under the Balanced Budget Act of 1997 (BBA), many bene-
ficiaries face fewer coverage choices today.

Regrettably, this loss of choices means that fewer Medicare beneficiaries have ac-
cess to the high quality health care services that are delivered through the disease
management programs that AvMed and other Medicare+Choice plans are imple-
menting. Ideally, all Medicare beneficiaries should have access to these services. In
recent years, however, hundreds of thousands of beneficiaries have been forced to
give up their Medicare+Choice plans and enroll in the old-style fee-for-service Medi-
care program.

Restoring these choices and stabilizing the Medicare+Choice program should be
Congress’ top priority in the 2001 Medicare debate. Medicare+Choice has the poten-
tial to serve as a foundation for the Medicare program of the future.

As the Administration and Congress consider options for stabilizing the
Medicare+Choice program and pursuing structural reforms in the Medicare pro-
gram, it is critically important to ensure that Medicare is administered efficiently
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and effectively. The regulatory framework should be designed to promote, rather
than impede, the implementation of disease management programs that improve
health care quality for Medicare beneficiaries.

Again, I thank you for the opportunity to briefly share with you some information
regarding the exciting opportunities surrounding disease management.

———

Chairwoman JOHNSON. Thank you.

I would like to make a comment on the GAO study that my col-
league, Mr. Stark, mentioned at the beginning that suggested that
Medicare managed care plans were being overpaid.

In 1998, the Medicare+Choice plans were paid at 2 percent more
than the fee-for-service sector. That spending was 2 percent above
the fee-for-service sector, but that was at a time, remember, when
everyone agreed that through the 1997 Balanced Budget Act we
had grossly over reduced reimbursement rates. And, frankly, the
whole Medicare fee-for-service system was in terrible shape, and if
we hadn’t moved promptly to increase reimbursements, we would
not have thousands of providers that are still alive out there.

So the fact that Medicare+Choice plans were 2 percent above
that is, I think, not a testament to overpayment. If you look, and
you take the projections that are on the books out, you will see that
in coming years, the Federal Employee Health Benefit Plan
(FEHBP) will be way up there, California Public Employees Retire-
ment System (CalPERS) will be next, Medicare fee-for-service will
be next, and Medicare+Choice plans will be the lowest-cost plan in
2001 and 2002.

So I don’t necessarily consider that a good thing, that the Choice
plans will be below fee-for-service. I think what we are about here
today is to look at the strengths that Choice plans have brought
to the issue of health quality for our seniors and then to look at
some of the problems that you were running into.

And in that vein of problems that you are running into, Ms.
Scott, you didn’t get a chance to talk about what the problems that
you would like to see solved, having consumed your 5 minutes, a
terribly piddling amount of time, however, admittedly, you did not
get to talk about the problems that you think it is necessary to
solve for you to survive in the Choice arena. Would you enlarge on
that, please.

Ms. ScotrT. Thank you for that. I concentrated on prepayment be-
cause I think without prepayment and the philosophy of prepay-
ment, the problems we are trying to solve take on technical

Chairwoman JOHNSON. Actually, just put that prepayment
issue—I am very glad you mentioned that. You know, the Federal
government pays States to take children out of the home. That is
the way we make foster care payments. We will not pay States to
keep children in the home, and that issue of tying payments to
place of care is extremely destructive.

And I hadn’t really made the parallel until you made such a
clear statement about this in your testimony that one of the bene-
fits of the integrated approach is that you get the payment and
then you can decide what is the best location, as well as the most
costive location for care. That was very well-taken. Thank you.

Ms. Scort. Thank you, Congresswoman.
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Group Health has four recommendations for the Committee to
consider, in terms of issues to stabilize the Medicare+Choice pro-
gram:

The one is to honor the intent of Congress, when implementing
the risk adjuster, and we can get into more of the detail about that.
I think there is an appropriate role to have a risk adjuster, particu-
larly in our State. Our State Employees Benefits Board, they work
with a risk adjuster with us. We accept that. So we do not question
for a minute the need for one. What we question is the mecha-
nisms, and the methods, and the approaches by which to do that.
And so that would be one area that we would like to discuss.

Secondly, I think the notion of HCFA and how HCFA is orga-
nized. There are very good people in HCFA. Unfortunately, they
are siloed, if you will, in different parts of that organization, and
so we can’t do the best job in terms of a partnership with HCFA.
Because of the silos, you do get different regulations. Sometimes
they are at cross-purposes with each other. Our recommendation
would be can we take a fresh look at how that is organized within
HCFA and think through, in a thoughtful way, how we can partner
best with HCFA.

I remember the days where there used to be an office in HCFA
that did strategy, and pilot projects and demonstration projects,
and we are really very interested in testing out new ideas. That
would be an affirmative recommendation for this Committee, in
terms of its relationships with HCFA.

The third area is HCFA’s quality program. Again, it is the theory
of unintended consequences. There is absolutely everything right
about accountability for quality at Group Health, and I am sure my
sister plans here would agree about that accountability. Unfortu-
nately, Murphy’s jumps up again on this particular issue of asking
a different set of metrics, a different set of process, a different set
of approaches around quality management and not necessarily co-
ordinating those with existing accrediting bodies. Our worst fear,
obviously, is that will create more administrative hassle, more re-
work, with not necessarily any beneficiary advantage.

And, finally, I think we do need to think about, and this is very
technical, and I apologize, but as you know, seniors get confused
by all of the stuff that comes at them. My mom and dad call me
up and say, “What does this mean?” They are 86 and 84, and they
are pretty good 86—and 84-year-olds, but still it is very, very con-
fusing. So the idea of standardizing language, again, a very good
idea, very good intent. The unintended consequence, though, is that
we are afraid that is going to become even more confusing for our
consumers simply because the standards that HCFA may say, in
terms of definitions, may be different than what an employer for
people under 65 might be saying. And, again, we have been dealing
with different standards.

Chairwoman JOHNSON. We do need to look at that issue.

Because my time is also limited, I want to ask Mr. Turvey, and
I hope some of my colleagues will allow you time to go into more
specifically your recommendations as to how to overcome the chal-
lenges. But you do make, that is, the barriers to your future as a
Choice plan, but you made a very interesting statement at the end
of your testimony. You say, “To this end, we already have begun
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to explore options with HCFA that bring the many unique value-
based attributes of our product offerings to the more traditional
Medicare benefits.”

That issue of how can we translate what you have learned and
what you have brought to the quality of senior care into the fee-
for-service plan interests I think all of us very much. Could you en-
large on that statement.

Mr. TURVEY. Sure. This is a concept that we are considering as
a pilot project in Iowa. The scenario we have in Iowa is a rather
disorganized or at least not organized group of physicians in rural
areas, especially. We are looking to develop a program similar to
Medicare+Choice in that area.

These physicians, because they are not organized in large groups,
because they don’t have a great deal of capital available to them,
cannot necessarily take on a significant risk that you would nor-
mally transfer to them under a prepayment mechanism or a stand-
ard capitation approach. And so we are looking to do something
that is more on the order of a gain-sharing approach, where there
is very limited economic risk on the downside. What we are looking
to do is to set some quality incentives for them. And if they are to
hit those quality incentives, then they would qualify for financial
incentives, should there be any. So quality is placed first and then
the financial side economics second. But, basically, it would be a
minimal-risk program for them in rural areas to get their feet wet
in Medicare+Choice.

Chairwoman JOHNSON. Interesting. Mr. Stark.

Mr. STARK. Thank you, Madam Chair.

Just a couple of questions to see if—my guess is that all
Medicare+Choice is not alike, but, Ms. Scott, in Group Health Co-
operative, are you a staff model or are all of your physicians on sal-
ary?

Ms. Scort. That is a good question, Mr. Stark. Four hundred
thousand of our six hundred thousand consumers are served by the
staff model, and

Mr. STARK. I beg your pardon?

Ms. Scort. We have 600,000 Members; 400,000 are served by
staff model group practice physicians, much like Kaiser, and
200,000 are served by community physicians in different commu-
nities throughout the State.

Mr. STARK. And with those 200,000 physicians, do you capitate
the primary care doctor?

Ms. ScorT. We capitate primary care, and then we pay fee-for-
service on specialty.

Mr. STARK. And do you downstream the risk to the primary care
docs in that 200,000 who are not in a staff model?

Ms. ScoTT. I understand your question. We capitate, but there
is no downside risk to the physicians.

Mr. STARK. So there is no disincentive for those physicians to
refer out for surgery or something like that.

Ms. ScorT. No, sir.

Mr. STARK. Do you, in your staff model, do you own your own
hospital facilities, for the most part?
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Ms. ScotT. That is another good question. We used to own a lot
more hospitals than we do now. We mostly contract with hospitals
right now.

Mr. STARK. You are not-for-profit?

Ms. ScOTT. We are not-for-profit. We are a consumer cooperative.

Mr. STARK. Do you have a figure that you announce publicly that
you would call an overhead figure or loss ratio or however you
want to term it?

Ms. ScoTT. Sure. The term “medical loss ratio” is kind of a crazy
term, isn’t it?

Mr. STARK. What was the term?

Ms. ScoTT. The term “medical loss ratio” is kind of a nutty term
in some ways. Our overhead is approximately 10 to 12 percent, and
we shoot for margins, in terms of return back into our programs
of 3 percent.

Mr. STARK. Mr. Turvey, does United operate as a staff model or
do you——

Mr. TURVEY. No, we are generally referred to as an IPA model
or an independent contract.

Mr. STARK. And your primary care docs, do you downstream the
risk?

Mr. TURVEY. We do. We do, generally, capitate primary care and
pay off of a fee schedule to specialists.

Mr. STARK. A little louder. I am sorry. These mikes are bad. You
have got to darn near swallow the microphone. I am sorry.

Mr. TURVEY. We capitate primary care physicians and pay a fee
schedule to specialists, although, depending upon the health plan
and depending upon the arrangement, we do have some sharing in
surpluses and deficits for specialists and hospitals as well.

Mr. STARK. But, basically, the primary care docs are at risk for
some amount.

Mr. TURVEY. Yes, they are.

Mr. STARK. And you don’t own your hospital or diagnostic facili-
ties, you contract that out, generally?

Mr. TURVEY. We contract with hospitals. We own no hospitals or
physician practices.

Mr. STARK. You are a for-profit/nonprofit?

Mr. TURVEY. We are a for-profit publicly held.

Mr. STARK. What would you classify as your overhead in the
same—it is hard with a cooperative, but if you add in stockholder
return and whatever else you add in, what would you classify your,
if you make that public.

Mr. TURVEY. Sure. We just released our first-quarter financials
the other day. I think what was released was a medical cost ratio
or benefits ratio of 84 percent, 10 percent for administration and
6-percent pretax profit margin, all products combined.

Mr. STARK. Let me try that again.

Mr. TURVEY. An 84-percent medical cost ratio, 6-percent pretax
profit, 10-percent administration.

Mr. STARK. Or 16 percent, if I were comparing what Ms. Scott
just gave me and what you are giving me, she is saying 10 to 12,
you are saying 16.

Mr. TURVEY. That is correct, pretax.



33

Chairwoman JOHNSON. I thought she said 12-percent overhead
and 3-percent profit for 15 percent.

Ms. ScorT. Excuse me. It is 10 percent, if you will, administra-
tive overhead and 3-percent margin.

Chairwoman JOHNSON. OK. Thank you.

Ms. ScorT. So 13-percent total.

Chairwoman JOHNSON. Appreciate it.

Mr. STARK. Dr. Weiss, AvMed Health Plan. How are you struc-
tured?

Dr. WEIss. We are not-for-profit. We are an IPA or a network
model, where we contract with the community physicians. We do
capitate our primary cares, but only capitate them for the services
that they provide.

Mr. STARK. Are they at risk for other services?

Dr. WEIss. No, they are not, and the specialists are paid on a fee-
for-service basis.

Mr. STARK. And how would you state your overhead in the same
terms that

Dr. WEISS. Our medical cost ratio is 85 percent, our administra-
tive expense is about 11 percent, and we target a margin of be-
tween 2 and 4 percent.

Mr. STARK. Thank you very much. It has been, well, I might as
well ask this same question. Dr. Weiss, are you currently being
sued by any of the medical associations in these RICO cases?

Dr. WEIss. No, we are not.

Mr. STARK. Anybody else after you for any major:

Dr. WEIss. Not that I am aware of.

Mr. STARK. Wow. Mr. Turvey, are you a plaintiff in any of these
State Medical Association cases?

Mr. TURVEY. I am not familiar with any. Certainly, not within
the Midwest Region, the States I am responsible for.

Mr. STARK. It is my understanding the Medical Association of
Georgia has named you as a defendant—you are in good company,
along with Aetna, Coventry, and Cigna—but if that is not your di-
vision, you might not know. Could I ask, Ms. Scott, is the State of
Washington Medical Association after your hide?

Ms. ScoTT. No. Well, they are not suing us. Let us put it that
way.

[Laughter.]

Mr. STARK. All right. My time has——

Mr. McDERMOTT. If the gentleman will yield.

Mr. STARK. I would be glad to. I know you are the only one that
is in court in Washington.

Mr. McDERMOTT. The physicians, the State Medical Association
had to be sued by the Group Health Doctors to get into the medical
association back in the fifties.

Mr. STARK. Thank you, Madam Chair.

Chairwoman JOHNSON. Mr. Johnson of Texas.

Mr. JOHNSON OF TEXAS. Thank you, Madam Chairman.

Thank you all for being here. I like your comments, “siloed.”
Maybe HCFA is stuck in the mud, too, what do you think?

[Laughter.]

Mr. JoHNSON OF TExAS. Mr. Turvey, in your testimony, you
point out a new June filing deadline, formerly in the fall, to make




34

accurate financial projections and, thus, appropriate benefit deci-
sions. Given only the first quarter, January through March, data
is available right now, at the time for plans to submit their ad-
justed community rate (ACR) to HCFA, this is the plan’s estimate
of its costs for covering any additional benefits or additional bene-
ficiary costs.

Based on the adjusted average per capita cost (AAPCC) and the
ACR, which will determine those things, you know, more data I
think will allow you to submit a more accurate ACR. What do you
think an appropriate date should be for ACR submission to HCFA?

Mr. TURVEY. I think October would be reasonable. The reason is,
if you are looking at a June deadline, you have got really only that
first quarter that is halfway complete. So, if you can bump it back
to October, you at least double your amount of credible experience
data for the benefits priced in that current year.

Mr. JoHNSON Or TExAS. That makes sense to me, and that is
what most people are saying. How will this impact the beneficiary
enrollment period, in your view?

Mr. TURVEY. I think if we can get HCFA’s administrative review
streamlined, that should not be problematic at all. At one time, I
believe the ACR was done back in the October timeframe, so I don’t
think that should be problematic.

Mr. JoHNSON OF TEXAS. So you think you will be OK if you are
given until October to figure it out.

Mr. TURVEY. I think we would, and what is more, because of the
more accurate, more complete data, we would be able to sharpen
our pencil a little bit better and perhaps offer a little bit better
benefit for the cost because we would have to build in less conserv-
atism for the unknown.

Chairwoman JOHNSON. Would the gentleman yield?

Mr. JOHNSON OF TEXAS. Yes, Madam Chair.

Chairwoman JOHNSON. This is a point of real concern to us. The
problem with the October 1st date is that you won’t necessarily
know exactly what Congress is going to do, and to what extent we
have addressed some of the barriers that in your testimony you
bring to our attention in quite some detail.

If allowed you to make the decision after you are likely to know,
then we are talking about your having that data, having made your
decision in November, because you aren’t likely to know until the
end of October, when we should conclude our budget work.

So do you need the November 1st date? And if you made your
proposal by November 1st, is there a review process that would
still allow us to develop some reasonable rhythm to the open enroll-
ment period?

Mr. TURVEY. Actually, I think we would find it greatly improved
if we could back it up to later September. I wouldn’t want to go
into November. I agree that is really pushing it.

Chairwoman JOHNSON. And you think you can make the deci-
zion, ?even though it might not be completely clear what we are

oing?

Mr. TURVEY. Well, that is problematic. You are right.

Chairwoman JOHNSON. I am not going to take this out of Mr.
Johnson’s time because this is something the Committee really has
to be, we have to be realistic about. Now how many plans are going
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to be able to, briefly, how many of you are going to be able to make
the decision about the next year and the year after, if you don’t
know exactly what we are going to do about reimbursement rates
and regulatory barriers?

Mr. Turvey. I think we are going to have to know as soon as
possible. I think what is really at risk here is that there are many
health plans in critical markets, where I am sure they don’t want
to pull out because, as I think you all know, once you pull out of
a market, it is very, very difficult to get back in. Your reputation
is sullied. You can’t just say 6 months later, “Well, we decided to
reenter this major market.” So plans are very reluctant to leave,
thinking when they do, they may be out for a long, long time.

But it is really critical that, as plans make this decision, espe-
cially if they are losing a lot of money, and we are, in UnitedHealth
Care in a few markets, a few major markets, it is going to be very,
very important for Congress to come back and say, “Here is what
we can do to at least limit your losses, your potential loss, for cal-
endar year 2002,” and that could at least buy some time for the
health plans to stay in the markets, while some of these other fac-
tors, administrative and revenuewise, are being worked on over the
intervening months.

Chairwoman JOHNSON. Now, Ms. Scott, you are a cooperative.
You are exactly the kind of entity with long experience. Would you
agree with Mr. Turvey that it will be hard to make the decision
about where to stay in and where to go out?

Ms. ScoTT. I couldn’t agree more.

Chairwoman JOHNSON. Would you have to make the decision to
leave markets if we don’t address some of the barriers that you
have identified?

Ms. Scotrt. Thankfully, because of the Beneficiary Improvement
Protection Act (BIPA), we are no longer faced with that decision in
the State of Washington. There are other States where that is not
the case, but in the State of Washington, it did definitely help us.
But having gone through market withdrawals in the past, I will
tell you the current situation is untenable because you are making
decisions with just not enough data.

Chairwoman JOHNSON. Sorry, Mr. Johnson. I will give you an-
other minute or two on your own time.

Mr. JOHNSON OF TEXAS. Bless your heart.

Dr. Weiss, you know, you talk about regulatory problems with
HCFA, and it seems that people are jumping out of
Medicare+Choice back to fee-for-service because they don’t under-
stand it or because you all are reducing your benefits because of
regulation or regulatory morass, I guess is what we would call it,
and it appears that HCFA has maybe doubled the little tick marks
they tick on you every time they check on you. Is this a real prob-
lem, and how can we fix that, in your opinion?

Dr. WEIss. Well, the amount of regulatory oversight has in-
creased dramatically in the last several years. We have no problem
with accountability, the problem is or, actually, it appears that we
are being accountable to multiple entities at the same time, some-
times with conflicting direction.

As far as for us to send a letter to our Members, we have to sub-
mit the letter to HCFA, waiting sometimes the 45 days before we
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can send it out. It has had some impacts on implementing pro-
grams that we have scheduled and had to adjust the date or hold
off doing programs that we think would have had some major bene-
fits.

Also, as far as the scheduling of reviews, we are being reviewed
annually by HCFA, and then we are also having all of our accredi-
tation visits coming in. So it seems like we are usually in the ac-
creditation or survey mode, where we are always having staff
spending a great deal of time preparing for the next review. In our
case, we get three reviews—we will have three reviews in 1 year
between JCAHO, NCQA, and also the Medicare reviews.

Mr. JOHNSON OF TEXAS. How many people do they send in on
those reviews?

Dr. WEIss. Medicare sent in about six people last year for the re-
view and the other accrediting bodies will send in a varying num-
ber.

Mr. JOHNSON OF TExAS. OK. Thank you very much. Thank you,
Madam Chairman. I appreciate the extra time.

Chairwoman JOHNSON. Mr. Kleczka.

Mr. KLECZKA. Thank you, Madam Chair. Mr. Turvey, let me di-
rect some questions at you, since your UnitedHealth is in my Home
State of Wisconsin and also covers constituents in Waukesha and
Milwaukee. Now, over the past year, you went from 500,000 sen-
iors covered under Medicare+Choice down to about 410,000. Is that
somewhat accurate?

Mr. TURVEY. That is correct.

Mr. KLECZKA. Now, is the reason for that 90,000-decrease due to
participants leaving the plan or you closing markets in various
States?

Mr. TURVEY. It is primarily due to us leaving markets in various
States.

Mr. KLECZKA. Evidently, you were losing money so you packed
up and left.

Mr. TURVEY. That is correct.

Mr. KLECZKA. You also indicated a short time ago that you are
still losing money in various segments of the market that you are
in. Would one of those areas be the State of Wisconsin?

Mr. TURVEY. No, I don’t believe so. Chicago is our larger concern.

Mr. KLECZKA. So it is your intention, at this point anyway, to
continue to offer Medicare+Choice in the State of Wisconsin, and
specifically Milwaukee-Waukesha.

Mr. TURVEY. That is our intention.

Mr. KLECZKA. I am sorry. I didn’t get the answer. Your answer
was? Your answer to that was? Mr. Stark said, yes, if we would
stop eating bratwurst and cheese.

[Laughter.]

Mr. KLECZKA. And since that won’t ever happen, I have to rely
on you for the correct answer.

Mr. TURVEY. I am sorry. I did not hear the question.

Mr. KLECZKA. All things being equal, you do intend to stay in the
Milwaukee market.

Mr. TURVEY. Yes, we do intend to stay, regardless of what you
eat up there.
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Mr. KLECZKA. The reason I ask is because at one point we had
about five providers. We are down to two providers, which would
be yourself and Medicare Blue. I am familiar with the Medicare
Blue operation. They are losing money writing in this market. I
don’t know how long they are going to continue.

So the point I am trying to make is this grand experiment of
Medicare+Choice is decreasing in popularity and/or is losing money
in areas so companies like yourself are pulling out. I think that is
an important point to note because if you look at some of the Medi-
care reforms that we will be looking at, specifically, the Breaux-
Frist proposal